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Here’s what National Steel 
accomplished in 1948 


Sales hit an all-time high... 





Our customers’ demand for steel continued 
unabated during 1948, resulting in total 
sales of $436,522,051, an increase of 32.7% 
over the 1947 figure. We directed all our 
resources—and developed new ones—in an 
effort to keep pace with requirements, and 
by so doing, achieved the greatest volume 
of production in National Steel’s history. 


and operating certs soared, foo 





Even record-breaking production and sales 
could not completely offset the ever- 
mounting spiral of material, wage and 
construction costs. Consequently, once 








again the ratio of net income to sales failed 











to match prewar standards. 


National Steel’s 1948 production record 
bears eloquent testimony to harmonious 
relations between employees and manage- 
ment throughout the year. This excellent 
spirit of cooperation resulted not only in 
more sales, but also in the largest number 
of employees, their highest average annual 
earnings, and the greatest total payroll 
($110,709,056) in our history. 


and 30 did stockholders 
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Our net earnings for 1948 were $40,121,506, 
equal to $16.35 a share on 2,453,900 shares 
—a substantial increase over 1947. We 
7->) paid $5.00 per share in dividends, as com- 
‘/ | pared with $4.00 in 1947, and distributed 

a ten per cent stock dividend in December. 


NATIONAL STEEL CORPORATION |) “! 


Construction completed from 1946 to 1948, 
plus the current program, will amount to 
more than $130,000,000.:Among the facili- 


Owning and Operating 


WEIRTON STEEL COMPANY . 


THE HANNA FURNACE CORPORATION - 


NATIONAL STEEL PRODUCTS CO. 








ties now under construction are the two 
largest stationary open hearth furnaces in 
the industry, and a 400-ton per day plant 
for oxygen production. New electrolytic 
facilities will be in operation shortly, and 
additional iron ore and coal properties are 
currently being developed. The continued 
upward trend of construction costs through 
1948 compelled us to retain a substantial 
portion of earnings. The combined effect 
of these costs and capacity operations 
necessitated higher depreciation charges. 


fo ensure an abundance of steel in the future 


In view of the steel industry’s large-scale 
expansion, we believe that steel supply will 
be adequate to meet demand within a short 
time. At present, the future outlook is un- 
certain. But thoroughly modern plants and 
equipment and a highly skilled and ex- 
perienced organization give us confidence 
that National Steel will be able to meet 
future conditions to the best advantage of 
employees, stockholders, communities in 
which our plants are located, and the 
nation at large. 








1948 AT A GLANCE 
1948 1947 
INCE OOIES 5. 63 naseaweraons $436,522,051 $328,957,189 
MOtalINCGMe «060.4000 439,107,387 330,836,584 
Materials, services and 
other expenses.......... 230,101,169 175,251,290 
Wages and salaries........ 106,973,186 * 90,106,223* 
Depreciation and 
depletion.............. 21,506,270 12,853,292 
Interest and expense 
on long term debt.... 1,257,143 1,257,143 
peer 39,148,113 24,529,848 
Net earnings. ............ 40,121,506 26,838,788 
Net earnings per share..... $16.35 $12.03 
*In addition to the amount of wages and salaries paid for 
production in 1948, National Steel paid $3,735,870 
for work on construction, making the actual total payroll 
$110,709,056. In 1947, the total payroll was $95,113,863. 








GREAT LAKES STEEL CORPORATION 
HANNA IRON ORE COMPANY 
¢ NATIONAL MINES CORPORATION 








Vol 


The 
the 
pub 
wee 
the 
thas 
are 


As 
Cu 


Aly 


Sec 


Pre 


For 
Ans 
The 


Copy 
C. G. 
Secre 
we b 
Place 
secon 
every 


SU 
sessic 
send 





Lond 
































THE MAGAZINE OF 


WALL STREET 
and BUSINESS ANALYST 


Member of Audit Bureau of Circulations 


Vol. 84, No. 3 May 7, 1949 


The Ticker Publishing Company is affiliated by common ownership with 
the Investment Management Service and with no other organization. It 
publishes The Magazine of Wall Street and Business Analyst, issued bi- 
weekly, and The Investment and Business Forecast, issued weekly. Neither 
the Ticker Publishing Company nor any affiliated service or publication 
has anything for sale but information and advice. No securities or funds 
are handled under any circumstances for any client or subscriber. 


CONTENTS 








gl eeh 010 009 Sed SF, C5) 7 1s Ce ed ree er Pee TES 
As I See It 
I NO sn vcnctisvuiindaganiidedaioiaa maaseaianas Wiaaciennadinaia 117 
Does Market Action Indicate Better Second Quarter? 
es ND thie sasnicacsteipieicsesnssethestai ioe aAiuiniaannaaaiia a 118 


Price Declines — Where They Can Aid Corporate 
Earnings — Where They Will Not — By E. A. Krauss 120 


What First Quarter Reports Indicate — Part 2 


Be hss cherie crntntens dinudaadalacas No csnanelesrseiins 123 
The Evil of Subsidies —- The Brannan Bombshell 

ee nn ie ee, silos ds ieatncarcatadteeernragresecenreneens 126 
Happening in Washington 

A Ea a si ances di dlnak dhununoihiebionnsonndieds 128 
i ic pecticeisccniscscinananhendbeabeconinnaceemanwantas 129 
Currency Devaluation Ahead? 

a ea hsvibaariticonssfuntdaineinnunesnntdepiiolasaininiaeaiviiti 131 
Airlines Over the Hump? 

i ss cdecnthedaawsannaes nee ances 133 
Vistas for Video 

ee Soe a ee ee 136 
Securities Disturbing Investors 

ee ceca aecenpiietinntscipinniiiadseiaeneceniaiiann 139 
Pros and Cons of Investment Trust Shares 

Br I Wi BI icin isictsersanciadianceninnsinscrcnevenees 142 
a ee ey I rier cemertetncoerrsons 144 
I ee a ei sc rncieearnmninn 146 
The Business Analyst 

SN adnan catch ahead sdltdcnncn eiecniaaal 148 


Chart Credit (pages 140-141) 
F. W. Stephens, 15 William St., N.Y.C. 


Cover Photo by Standard Oil of California 





Copyright, 1949, by the Ticker Publishing Co., Inc., 90 Broad St., New York 4, N. Y. 
C. G. Wyckoff, President and Treasurer; Eugene J. Fole y, Vice Pre side ont; Arthur G Gaines, 
p neo g The information herein is obtained from reliable sources and while not guaranteed 
we believe it to be accurate. Single copies on newsstands in U. S. and Canada, 75 cents. 
Place a standing order with your newsdealer and he will secure copies regularly. Entered as 
second-class matter January 30, 1915, at P. O. New York, Act of March 3 1879. Published 
every other Saturday. 


SUBSCRIPTION PRICE — $15.00 a year in advance in the United States and its pos- 
sessions and Pan-America. Canadian and Foreign Postage, $1.00 additional per year. Please 
send International Money Order or United States Currency. 


_£o CHANGE ADDRESS — Write us your name and old address in full, new address in 
full and get notice to us three weeks before you desire magazine sent to your new address. 


EUROPEAN REPRESENTATIVES — International News Co., Ltd., Breams Blda., 
London, B. C. 4 England. 
Cable Address — Tickerpub 











ELECTRIC BOAT COMPANY 
445 PARK AVENUE 
NEW YORK 22, NEW YORK 


The Board of Directors has this day declared 
a dividend of twenty-five cents per share on the 
Common Stock of the Company, payable ag 8, 
1949, to stockholders of record at the close of 
business May 20, 1949. 


Checks will be mailed by the Banker ee Trust 
Ce mpany, 16 Wall Street, New York 15, Y 
Transter Agent. 

R. P. MEIKLETOHN 


Treasurer 











UNITED STATES LINES 
Pee COMPANY 


Sa = Common 
Sy \ Stock 
\ —~—_—- DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable 
June 10, 1949 to holders of Common 
Stock of record May 27, 1949 who on 
that date hold regularly issued Common 
Stock ($1.00 par) of this Company 

Holders of former stock issues of the 
Company entitled to issuance of Common 
Stock ($1.00 par) in exchange for their 
holdings will be paid this dividend when 
exchange is made. 

CHAS. F. BRADLEY, Secretary 
One Broadway New York 4, N. Y. 








AMERICAN Standard 


Rapiator Sanitary 
New York CORPORATION Prtisbaegh 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared 
payable June 1, 1949, to stockholders 
cf record at the close of business on 
May 20, 1949. 

A dividend of twenty-five cents (25¢) 
per share on the Common Stock has been 
declared payable June 24, 1949, to stock- 
holders of record at the close of busi- 
ness on June 3, 1949, 

JOHN E. KING 


Treasurer 
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MANUFACTURING 
CORPORATION 


Aco? 


Write for your copy of new booklet 


MANUFACTURING 
CORPORATION 





P.O. Box 1083, New York 8, N. Y. 
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PHILCO 


is a Veteran of 20 Years 
in TELEVISION 











HILCO’S dominating position in the field of 

television today has a background of over 20 
years of research and the investment of more than 
$15,000,000 in laboratory development and plants. 
The following excerpt from the Philco Corporation 
Annual Report for 1948 summarizes Philco’s 
péesition in this field. 


“Television is the fastest-growing industry 
in the United States, and Philco is one of 
the limited number of companies which by 
their research and development work over 
the years have made modern commercial 
television possible. 


* * * 


“In addition to its leading part in the 
development of television, Philco is one of 
the largest producers of television receivers. 
The Company’s television output increased 
steadily throughout 1948 and in the last 
quarter was approximately equal to the 
dollar value of home radio and radio- 
phonograph production. For the year as a 
whole, Philco television production was 
more than four times as great as in 1947. 


““With our present facilities and the ad- 
dition of the new Sandusky plant, Philco 
will have capacity to produce four times 
as many television receivers as the Com- 
pany manufactured in 1948.” 


Philco television receivers today embody exclusive 
features which result from this long background of 
pioneering research. The most recent of these is 
*““Wide Screen Television’, which achieves an out- 


standing increase in picture size and quality .. . 61 
square inches instead of 52 . . . 90 square inches instead 
of 72... and at no increase in price! 





Philco 1450 with 
New Wide Screen 
Picture 


This is one of the newest achievements from the Philco 
laboratories . . . an attractive “eye level’ consolette 
with a huge, 90 square inch, Wide Screen picture of 
amazing clarity, brilliance and stability. At its price, 
it is one of the industry’s leading television values. 





Through all this growth, Philco engineering is 
devoted to those high standards of quality and 
dependability which have made Philco the leader 
in radio for 18 consecutive years. 
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The Trend of Events 


MORE ANTI-DEFLATION ACTION ... As its fourth 
anti-deflation step undertaken in the past three 
months, the Federal Reserve Board last week re- 
duced reserve requirements of its 7,000 member 
banks by $1.2 billion, making that much more 
money available for bank lending and investment. 
The action came after the sharpest and fastest de- 
cline in business loans on record, a contraction esti- 
mated by the Board at approximately $1.5 billion 
since the first of the year. Thus the amount by 
which required reserves are lowered almost equals 
the plunge in business loans in the four elapsed 
months of 1949. 

Doubtless the step will be welcomed by the banks 
since it frees for potential profitable investment a 
substantial part of their sterilized funds. But 
whether it will stimulate banks actually to lend 
more, or make borrowers more eager for loans, is 
another matter. Certainly at this time there is no 
shortage of funds for lending; rather there is a pro- 
nounced unwillingness to borrow in view of existing 
business uncertainties which has already caused a 
paring of interest rates in some areas. Hence the 
first impact probably will be felt in the Government 


term government bonds thus may create unusual 
pressure on the market. 

Various explanations have been advanced for the 
Board’s sudden move which only a little while ago 
was not regarded as an immediate possibility. Purely 
as a credit move, there-was no need for it at this 
time, as indicated before. The idea suggests itself 
that it may have been undertaken as a compromise 
measure, to induce congressional extension of the 
Board’s authority over reserve requirements and 
consumer credit. Barring extension, the latest boost 
in reserve requirements ordered last September 
would automatically expire on June 30, and the 
Board’s power to regulate consumer credit would 
lapse entirely. The Board is known to feel strongly 
on the need to retain this authority. 

Beyond that, it has been suggested that a col- 
lateral reason may be a desire to prepare for im- 
pending Treasury deficit financing, to insure a ready 
market for any forthcoming Treasury issues. Viewed 
in this light, the move would make sense. As a credit 
move alone, from the standpoint of need for credit, 
it is less convincing. It is of course logical for the 
Board to take off credit controls now, since it put 





bond market to which banks 
will turn for investment of 
their freed funds. It is under- 
stood that the Board hopes 
that the banks will invest in 
short term paper but the 
banks are likely to seek some- 
thing better-yielding, particu- 
larly to compensate for the 
sharp drop in more profitable 
commercial loans. A possible 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 


them on for the purpose of 
curbing inflation. But one can 
hardly believe that reserve re- 
quirements caused the recent 
decline in bank loans, or that 
easing requirements now will 
reverse the trend. 

Whatever the primary or 
collateral motive behind this 
latest step, it is further proof 
of the rapid passing of the in- 
flationary era, permitting a 


This 





sharp buying switch to long 
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return to the Board’s basic policy of adjusting credit 
regulations to economic conditions. As such, it speaks 
for itself. 


VOCAL STOCKHOLDERS ... It is gratifying to note 
the growing interest of stockholders in the affairs 
of the companies in which they own a share. Just 
now is the season when corporations hold their an- 
nual meetings but probably never before have so 
many stockholders made it a point to attend them 
and ask pointed questions about what’s going on and 
what the future holds for their investments. In 
short, stockholders are becoming vocal, a highly de- 
sirable trend. 


To some extent, perhaps considerably so, it is the 
outgrowtlt of planned efforts of many managements 
to foster increased interest and cooperation from 
stockholders, large and small, a policy that is bound 
to bear fruit. Evidence of successful management 
planning is found in recent meeting attendances 
which in some cases proved truly astounding. Gen- 
eral Electric, for the first time holding its annual 
meeting at the main plant in Schenectady, N. Y., was 
host to some 1,500 stockholders as against a usual 
attendance in the past of about 300 to 400. Westing- 
house also brought out a record attendance compared 
with former occasions. The management of Ameri- 
can Telephone & Telegraph Company welcomed 
about 400 who stood and sat through a record 414 
hour session. As a result, the company in the future 
will arrange for a larger meeting hall. Another con- 
cern, one recalls, recently even hired New York 
Townhall to accommodate an expected record num- 
ber of stockholders. And not only are meetings en- 
livened by numerous and often prolonged exchanges 
of questions and answers, but companies increas- 
ingly are rewarding their stockholders’ interest with 
such things as educational movies, lunches and con- 
ducted plant tours. But apart from this, make no 
mistake, stockholders ask many intelligent and per- 
tinent questions about company matters, and this is 
all to the good. It is not only their right but their 
duty to concern themselves with the problems and 
prospects of the business in which they are part- 
owners. 


There is need for better management-stockholder 
relationships just as there is need to inform stock- 
holders to the fullest of company policies and prob- 
lems. Enlightened management recognizes this, par- 
ticularly at a time when business is in the throes of 
adjustment, when sales and profits are declining and 
—above all—when equity capital is difficult to raise 
and when big business and management, in many 
directions, appears on the defensive. Informed stock- 
holders, and even more so satisfied stockholders, can 
become valuable carriers of good will and render 
worthwhile contributions making for business 
success. 


We are glad to see that management is increas- 
ingly “discovering” their stockholders as vital links 
in the scheme of corporate business, important 
enough to be taken into fuller confidence. Stock- 
holders will welcome this, particularly if their newly 
acknowledged importance is recognized in the form 
of concrete policies that redound to their material 


benefit. As owners of the business, they are entitled 
to fullest possible consideration. 


PROBLEM OF HEALTH INSURANCE ... By renewing 
his often-voiced appeal to Congress for a compul- 
sory health insurance system, President Truman has 
added fresh fuel to a controversy that already had 
reached the proportions of a major national issue. 
The fight has gained steadily in intensity since the 
proposal was first advanced in 1945, centering on 
the one question of whether complete health services 
should be assured everyone by requiring all gainfully 
employed people to take out government insurance 
to meet the cost. Involved is the question of estab- 
lishment of a multi-billion insurance fund from 
which doctors, dentists and hospitals would be paid 
for their services. 


Into the fund would go insurance “premiums” in 
the form of a special tax of 3% of an individual’s 
first $4,800 of annual income, shared equally by em- 
ployer and employee. This would bring in an esti- 
mated $4.5 billion annually, to be supplemented by 
direct Federal appropriations of about $750 million 
in the first year and $1.5 billion thereafter. The pro- 
gram in addition would call for Federal expendi- 
tures ranging up to possibly $1 billion annually to 
provide such auxiliaries as more hospitals, scholar- 
ships for medical students, intensified research, aid 
to medical schools and encouragement for physicians 
to practice in rural areas. 


In pondering the proposal, a good many points 
come to mind, first of all the question: Can we 
afford it? Normally the answer might well be yes, 
but these are not normal times. Saddling the budget 
with another $214 billion is not a negligible matter 
at a time when renewed budget deficits are in pros- 
pect. Nor can it be a matter of indifference to the 
people, the wage earners, the corporations, to raise 
more tax money on top of an already over-heavy 
tax bill. Worst of all, there is hardly much doubt 
that the huge sums to be raised or appropriated will 
not be sufficient to defray the actual cost of social- 
ized medicine. Why not learn from Britain’s unen- 
viable experience where socialized medicine has de- 
veloped into what seems to become a giant millstone 
around the people’s necks? 


Congressional attitudes, unfortunately, are based 
on the idea that politically the issue is ‘“‘too hot” to 
handle with determination and realism. There are 
those, fervent advocates of national health insurance, 
who regard it as a profitable political issue though 
others may be genuinely sold on the idea as a matter 
of high principle. A majority of legislators seem to 
be reluctant to embark upon an excursion into un- 
charted waters, thus unless the issue is pressed, 
there is little likelihood of early legislative action. 
It would be better, however, if Congress would make 
it clear that they will have no part in a plan of 


compulsory health insurance that will not only so- | 
cialize medicine, to all intents and purposes, but will | 


require new tax burdens which the country simply 
is not able to bear at this time. Adequate health 
service is a noble and desirable aim but there are 
other ways to achieve it, and better ones. 
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| ae offer to lift the Berlin blockade may 
look like a spectacular diplomatic retreat but our 
diplomacy will have to be most astute and resourceful 
to make sure that we won’t fall into a trap. 
tecent developments seem to point to the end of a 
chapter in the cold war, and the beginning of a new 
one in which mutual advantages and disadvantages 
appear to be somewhat better balanced. The latter, 
conceivably, could be the 
reason for Russia’s change 
of tactics. Doubtless the de- 


As 9 See gt! 


LET’S BE REALISTIC, TOO! 


‘“‘WHAT MAKES YOU SO SURE, JOE?’’ 


BY ROBERT GUISE 


tight now Russia finds herself stymied in Europe 
where any further attempt to advance would mean 
war. The only alternative is a general if temporary 
standstill accompanied by what might be called a 
“straightening of the lines.” This process is going on 
in all the satellite states where latest changes in 
Government are obviously designed to tighten the 
Kremlin’s grip. The Berlin move ties in with it. 

It doesn’t mean that Rus- 
sia is throwing in the sponge 
in Germany, far from it. 





sire for a settlement is 
strong on each side; one 
might even say the need for 


a settlement. Still in the I JUST 
light of experience, it would KNoW THAT 

be naive to assume that the *—P-IRP Dog 
latest Russian offer means a wees vs 


real change of heart on the 
part of the realists in the 
Kremlin. It’s merely a new 
tack in Russia’s course 
towards the same old aim. 

Undoubtedly Russia’s 
blockade of Berlin has 
proved a glaring failure, 
with resultant loss of face 
for its perpetrators. Doubt- 
less, also, our counter-block- 
ade has become painfully 
effective. Thirdly, a West 
German Government has 
been swiftly taking shape 
under western guidance, a 
development highly repug- 
nant to the Russians who 
want neither a genuinely 
democratic German nation 





Willingness to lift the block- 
ade points to the very op- 
posite, determination to 
keep her finger in the Ger- 
man pie. For, if she re- 
nounces the blockade, it will 
be in return for a specific 
quid pro quo—for a hand in 
German affairs and in an 
overall German settlement. 

We have no alternative 
but to bring our own re- 
sources as counter weights 
to the conference in recog- 
nition of the well-known 
fact that Russia does not 
regard mere logic or equity, 
unsupported by force, as 
valid arguments in settling 
international problems. The 
Marshall Plan and the At- 
lantic Pact are not the least 
among them. We must also 
move with the utmost cau- 
tion. It is reassuring to hear 
Mr. Atchison say that the 
western powers seek pri- 









nor a German settlement in ae marily a four-power settle- 
which they have no hand. ‘ _ ment which “will not con- 
The Soviets still have an = cede virtual control over 





eye on the Ruhr, and on 
Ruhr production for repara- 
tions. Above all they will never abandon the idea of 
eventual political control of all Germany, and if they 
do get it, it will mean the loss of Europe for the demo- 
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cratic West. 

In the broader scheme of things, Berlin of course 
| Was never more than a minor flash-point of the East- 
| West struggle. It’s been cleverly used in the Russian 
| application of the technique alternating between ag- 
) gressive moves and “peace” gestures. The communist 
‘victory in the Far East provided a welcome oppor- 
(tunity to lift the Berlin blockade without too great 
(a blow to Russian prestige. It’s all part of a grand 
[eesign, of an overall strategy that may change tactics 
pbut never basic aims. 
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Carlisle in The Des Moines Register 


German economic and politi- 
cal life’ to the Soviets, for 
he thereby shows that he is fully aware of just what 
the Soviets are after. It is up to our diplomacy to 
defeat their aim, for if Russia should gain control 
of Germany, the fate of Europe would be quickly 
sealed. 

We must deny Russia not only “virtual control” 
over German economic and political life but any con- 
trol at all, lest we court the danger of piece-meal 
communist penetration with no less fateful results 
in the end. 

In dealing with Russia, let’s be just as realistic 
as the Soviets are in dealing with us. Any other 
course will not serve the cause of peace and 
democracy. 





Does Market Action Indicate Better Second Quarter} {7 


Due to long anticipation, the further downtrend in production and prices is not inducing 
much selling of stocks, but is restricting demand. A selective market, without broad move- 
ment in the averages, seems likely for some time, since second quarter results will hardly 
change the general picture. There is no change in our selective, middle-road policy. 


By A. T. MILLER 


S) he effect of the deflationary economic adjust- 
ments now under way is to restrict investment and 
speculative demand for common stocks to extremely 
low levels at the present time. On the other hand, 
there is no strong urge to liquidate existing holdings. 
This makes for a dull and narrow market. The balance 
is such that a small increase in demand is capable of 
putting average stock prices up; a small bulge in 
selling is enough to put them down. The resultant 
day-to-day and week-to-week moves have for many 
weeks been mere trading-range wiggles. 

Currently the market is again in a defensive phase, 
since such technical test as is involved is on the down 
side. Following several weeks of nearly complete 
stalemate — a “line formation” in the vicinity of the 
minor rally highs made by the averages since the 
February low — there was a sell-off in the week ended 
April 23 which, although of moderate scope, sufficed 
to put the list back somewhat closer to the February 
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As we have repeatedly noted, the approximate guard 
double bottoms of 1947 and 1948 represent the key SUCCESS 
support level ; and the 1948 recovery high the decisivy Just a 
supply level. Between them there is room for fairly low, or 
broad intermediate swings ; but from the present leve there : 
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gressively discouraged by the cumulative evidence oj # S¢4so 
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That is, the fact of recession being a being « 
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history might be repeated is, 
of course, conjectural; but 
the analogy is pertinent, for 
never before has advance 
discounting been done over 
as protracted a period as in 
the present instance. 

Our belief is that any fur- 
ther nearby retreat by the 
market will probably be a 
stubbornly contested rear- 
guard action. Whether a 
successful stand is made 
just above the February 
low, or somewhere between 
there and the 1947-1948 
lows, there will be the usual 
better than even chance for 
a seasonal rally within the 
petus late spring or summer 
spect period. The business trend 
ng a being downward, the as- 
rtheysumption must be that 
. Tq things will get worse before 
“? hg they get better, and that the 
- Jongourth quarter may be the 
‘ket ippoorest of the year. In- 
ys, Jeormed investors must be 
_ aniiguring it that way — yet there is no broad liquidat- 
he daitg movement. If the latter depends on visible evi- 
erate tence of deflation, what is the market waiting for? 
corp , On an over-all basis, there has been no seasonal 
h angering movement in business. The Federal Reserve 
, FirgPoard production index fell 5 points in March to a level 
' 1 points under the postwar high of last autumn; and 
e-div It is officially stated that the April figure will show a 
e comurther decline. The sensitive daily index of 28 pri- 
withi##mary commodities has fallen over 25% from its 1948 
for peak. Banks’ commercial loans have for months been 
rongifhrinking with record speed. There is not a single 
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8% nnce ahead for the automobile industry. 
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will be, like that of 1921, a relatively tame affair. 
Should that come any time after the summer, the bear 
market thus “reconfirmed” would almost surely be in 
its final phase, for it would then be over three years 
old and one of the longest on record. 


The Upside Potenticality 


Against all of this, it has to be reasoned that the 
upside potentiality over the medium term is re- 
stricted; for if investors are doing little selling, 
neither are they willing to do much buying in the 
present economic environment at the current level of 
average stock prices. This implies that a seasonal 
rally probably would be of less than past average pro- 
portions, even if it started from the region of the 
1947-1948 lows. Meanwhile, it remains a selective 
market, but the number of groups able to reach new 
1949 highs has recently been dwindliag, while a num- 
ber recorded new lows for the year last week. There 
is no change in our conservative policy. 


—Monday, May 2. 
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PRICE..... 
DECLINES | 


x * * 


By E. A. KRAUSS 


aan prices in a system of free enterprise are 
the connecting links for every type of economic ac- 
tivity, it stands to reason that the current adjustment 
in the nation’s price structure, piecemeal as it is, can- 
not but have wide and incisive impacts in almost 
every direction. In a competitive system, the main- 
tenance of a nice balance between consumption and 
production is highly essential but the intricate price 
relationships make adjustment difficult even under 
normal circumstances. Even more is this true in 
today’s abnormal postwar conditions; we could never 
hope that correction of war-born and inflation-stimu- 
lated price distortions could be a simple or painless 
process. 

We are aware today that it is not. We have been 
told that price deflation is a healthy thing and basi- 
cally it is; the quicker inflationary distortions are 
corrected, the better. But behind this broad truism 
lurk many unsettling factors responsible for current 
readjustment pangs, not the least of which is the 
psychological effect on consumer demand and business 
initiative. As it is, the price outlook today is the key 
factor in the business outlook which cannot approach 
clarification until price stabilization—at least for the 
current adjustment phase—is within sight. This may 
be nearer than we think but there is no assurance of 
it at this time. & good deal depends on how fast price 

We do know that long-expected buyers’ markets 
have arrived in force. Supply generally has caught up 
with demand and in many cases — at least tempo- 
rarily — has passed it. With it has come the intricate 
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— WHERE THEY CAN AID 
CORPORATE EARNINGS 
— WHERE THEY WILL NOT 


process of adjustment to the new 
situation in virtually every line. 

The first significant break in prices 
came early last year centering on 
agricultural commodities. By now 
most industrial commodities have 
joined the downward march while 
agricultural commodities have stead- 
ied and temporarily tended upward 
in reflection of seasonal factors. 
More recently, non-ferrous metals 
carried the most pronounced price declines. Since 
these basic commodities enter into so many other 
materials and finished products, a large segment 0! 
the industrial price list is bound to be affected. 

Slow at first, the drop in industrial materials prices 
snowballed last month with astounding rapidity. Be 
sides steel scrap, lead, zinc and finally copper heade( 
the parade, and a fuller list includes such important 
items as aluminum, brass, paper containers, coal, iron. 
lumber, oils, paint, rubber and many more. The resul! 
was much hesitancy in buying, with markets being 
watched carefully for a settling of prices reflectin 
these basic materials declines. 


Psychology—a Vital Factor 


Psychology has become the great intangible facto!’ 
At a time when events disconcertingly refused to fol 
low projections, psychological factors have tende 
to dent demand-supply situations deeply. Despite re 
sultant price concessions, where the consumer coul 
afford to wait, he waited. Buyers of goods, as the 
saw prices come down, were looking for further dé 
clines and stayed out of the market. Business mé@ 
became equally price-conscious. With sales volum# 
shrinking, they found their costs too high for forme) 


=e 











profitable operations and decided to await furthe 
price developments, confining themselves to workin 
off inventories or to hand-to-mouth buying. Thi 
recent business picture affords a striking example 
this attitude. 

Price declines of course feed on themselves, bil) 
they also ultimately generate forces of recovery 
when costs have reached rock-bottom, when bargai 
appear on the market tempting the buyers. This poil 
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hasn’t been reached yet, it seems. There is evidence 
that a good many industries have got down to the 
point where competitive pricing is again feasible but 
consumers, having tasted lower prices, remain in- 
clined to wait some more. Lower prices have not yet 
begun to restimulate demand to any great extent 
simply because of the prevalent idea that the price 
decline has not yet run its course. 

Hence the question: How far will prices go on their 
downward course? Will they soon flatten out ? Already 
we have reached the stage where they are filtering 
through to retail levels for manufactured goods, 
where they have begun to make a real difference in 
manufacturing costs. 


When Will Stability Be Achieved? 


The chances are that the level of longer term 
stability will lie somewhere between present prices 
and former OPA levels. We can hardly expect them 
to go back to prewar. If so, many should have experi- 
enced a goodly part of their deflation though the rela- 
tive degree of decline will naturally vary considerably 
among individual commodities in line with basic 
supply -demand factors. If a high income economy can 
be preserved, remaining price adjustments in many 
instances may not be very severe. 

Still it is difficult to say just where price will settle. 
Usually swings of the price pendulum go to extremes, 
either way. Traditionally, during periods of declining 
commodity prices and sagging business, buyers as a 
whole have refused to believe that prices have reached 
bottom until they actually start upwards again. Most 
likely the present will be no exception. In this con- 
nection the latest firming of steel scrap prices, after 
their sharp break from postwar peaks, is an inter- 
esting case in point. 

Who profits from price declines, and to what extent, 
are questions for which there is no simple answer. 
Basically, of course, all consumers profit — provided 
their purchasing power remains unchanged but this 
is not uniformly the case. As long as overall economic 
activity remains unsettled and recedes, aggregate 
consumer income, and therefore purchasing power, 
also declines. Overall, lower prices are beneficial only 
if they stem from increased productivity, in turn 
bringing about genuine cost savings, creating larger 
potential markets for increased production and involv- 
ing no decline in aggregate purchasing power. Other- 
wise consumers as a group do not benefit though 
many individuals, with their purchasing power un- 
impaired, will. The recent slump in employment 
amply illustrates this point. 

Current earnings trends create doubt whether busi- 
ness will benefit, that is business as a whole. Lower 
prices make for lower dollar volume, thus for less 
profits even when profit margins can be maintained 
unless unit volume increases. The latter in most in- 
dustries is not now the case. Not only is dollar and 
physical volume declining under the impact of lower 
prices and consumer resistance, but profit margins 
are narrowing as lower sales clash head-on with high 
eosts and high break-even points, quite apart from 
the threat of inventory losses as prices recede. Unless 
volume can be boosted and/or costs brought down, 
business as a whole will be squeezed, as it is today in 
many areas where adjustment is incomplete. True, 
lower prices for raw materials mean lower operating 
costs, but this factor is frequently offset by lower 
volume or mounting competition necessitating price 
concessions. 
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Still, as adjustment proceeds, there are a good many 
areas where lower prices can aid corporate earnings. 
Gold mining companies, for instance, forced to sell 
their output at a fixed price, stand to benefit from 
lower materials costs, hence gold mining shares of 
late put in an above average market performance in 
anticipation of better earnings. Utilities doubtless 
will benefit from lower fuel costs. Lower corn prices 
are boosting the earnings prospects of corn refiners. 
The end of the uptrend in tobacco costs will help ciga- 
rette and cigar manufacturers. The sharp drop in 
cocoa prices helped confectionery makers, enabling 
them to cut prices and increase quality which should 
prove an important aid in maintaining markets. Pub- 
lishing concerns, battling high costs, will get a wel- 
come assist from lower paper prices; makers of gal- 
vanized products, because of the drop in the price of 
zinc, were in position to reduce their prices without 
encroaching on profit margins. 

The decline in textile prices is helping maintain 
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soft goods sales at retail establishments, not long ago 
threatened by extreme consumer apathy. Indicative 
of that situation are recent substantial price cuts by 
cotton goods manufacturers in recognition of the fact 
that mere token reductions will not do. The earlier 
policy of trying to maintain prices and, if necessary, 
cut production has proved impractical; it is a course 
now increasingly rejected wherever it was attempted. 


The Recent Wave of Price Declines 


In hard goods lines, there has been a slew of price 
cuts recently, partly for competitive reasons and be- 
cause there were many cases where high profit mar- 
gins permitted a closer pricing, but partly also 
because of lower materials costs brought about mainly 
by fading premium markets such as in steel and non- 
ferrous metals. But in this area the price adjustment 
has hardly run its course. 

Lead, zinc and copper have gone down, and so has 
steel scrap and pig iron, basic ingredients in the man- 
ufacture of steel, yet regular steel mill prices have 
held so far and there is no immediate danger of a 
break. The fact is that lower metal prices, where they 
developed, have so far attracted few buyers because 
of a desire to work off high-priced inventories first 
and then only restock with lower-cost metals. It is 
one reason why the sharp drops in lead and zine, for 
instance, have produced little new business for the 
miners of these metals. It explains also why the de- 
cline in steel scrap price by almost half from its 
earlier peak has not yet produced lower steel mill 
quotations. Only when mills have used up their high- 
priced scrap inventories will they be in the market 
for the lower-priced offerings. 

Doubtless henceforth, there will be increasing pres- 
sure for lower steel prices — as usual in a downward 
swing. But until demand slows up considerably so 
that operations must be pared down markedly, there 
will be no major testing of mill prices though any 
attempt by individual companies to get business with 
lower prices is certain to be immediately followed by 
others. Until then, the steel business can do quite 
well even with some recession in demand and opera- 
tions. Not only does it benefit from lower scrap and 
pig iron prices, but a moderate decline in operations 
will enable it to discontinue high-cost facilities with- 
out much loss — if any — in earnings. 









































Percentage of Price Declines of 

Selected Commodities From Their Postwar Peaks 

Percent Percent 

Declines Declines 
Tallow 81 Wihremt) 2 ne 36 
Ind. Alcohol 0. 70 Beef 33 
Cocoa 64 Rosin 32 
Cotton ON he Flour 31 
Lard 62 Lead 30 
Nee oe . 62 | i nee SEEMS, | 
Corn 59 ge | a ae? 
a eee 58 ne ees See 2728 
Bunker Oil 53 Linseed Ol =... 28 
Oy. | eee .. 50 Kerosene... 
ES ee ee Southern Pine 22 
Broadcloth 48 Bitumin. Coal .. sae 
Hides 38 Colton Wem. ..2 8a 
Butter 37 Paperboard eee 
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One reason why the steel industry is reluctant to 
pare prices now is the cloud of labor troubles arising 
on the horizon, a cloud that will hardly be diminished 
by current record earnings. But until they know what 
future wage costs will be, the industry is reluctant to 
proceed with downward price revisions. In the long 
run of course, lower steel prices are a foregone con- 
clusion ; adjustments so far made and proposed apply 
merely to so-called “extras” or to prices of high-cost 


producers which were out of line with regular} 


schedules. 


As indicated before, a primary reason why lower 
non-ferrous metal prices have failed to stimulate de- 
mand was the fear of inventory losses. This explains 
why primary copper producers have been reluctant in 
following the price cuts of customs smelters. The 
theory is that there is no point in lowering prices if 
they don’t attract buyers. In the metal field, then, 
readjustment has worked down to manufacturing 
levels only to a limited extent, hence the reluctance 
of many manufacturers of durable goods to maintain 
or expand output as customers withhold orders. None 
of them cares to do so on basis of prices which they 
know will have to come down sooner or later. Metal 
buyers in fact are on a strike and their refusal to buy 
has been responsible for continuing price cuts which 
carried copper some 15%, zine 25% and lead 30% 
from their levels prevailing little more than a month 
ago. 


Industrial Buyers On Strike 


To judge by the series of cuts that has occurred, 
the industrial buyers’ strike has been highly success- 
ful but while it has been eating into metal producers’ 
earnings, it has not yet produced commensurately 
lower prices for finished products. It’s been largely a 
spontaneous affair, induced by slipping demand in 
metal consuming industries. While it has helped some, 
it has hurt others, chiefly via inventory losses but 
against this stands the long range benefit from 
cheaper costs of materials bought from now on. 


Ultimate beneficiaries include the electric utilities 
and others who will get cheaper wire and brass prod- 
ucts; the battery, pipe and paint makers who will get 
cheaper lead; the steel companies who use zinc for 
galvanizing steel products and the die casting con- 
cerns which cater to the automotive industry — to 
mention but a few. Eventually of course all this will 
find reflection in consumer prices for finished prod- 
ucts, once high-cost inventories are worked down and 
prices can be based on new lower-cost purchases. 


Contrary to some popular opinion, price adjust- 
ments to date have been fairly drastic in numerous 
lines as shown in the attached partial table of com- 
modities. Not only have the drops been sharp but they 
have been widely dispersed among almost every com- 
modity group. Few of these price declines have fully 
worked down to retail levels, some hardly so for 
reasons mentioned in the foregoing, but eventually 
adjustment will have to run its full course. What the 
record to date shows is that price deflation has 
reached a fairly advanced stage at least at the primary 
level; there they have been far from inconsequential, 
but until they filter down the line, the process is not 
complete nor will the end be in sight. Not until then 
will the psychological handicap attending the present 
price unsettlement be removed, paving the way for 
stabilization and business revival. 
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First Quarter 
Reports Indicate 


—FOR 1949 EARNINGS, DIVIDENDS 
AND SECURITY PRICES 






































By WARD GATES 


he he steadily increasing number of first 
quarter reports tends to confirm the preliminary 
conclusions reached in our previous issue, based on 
a relatively small number of interim reports then 
available. While over-all industrial earnings in the 
first three months have clearly shown a declining 
tendency, results announced by various manage- 
ments, often in the same groups, differ so broadly 
that the picture decidedly lacks uniformity. To 
judge from a partial tally, though, lower earnings 
appear to be the majority experience despite exist- 
ence of marked exceptions. 

Considering that about 38% of all industrial con- 
cerns reported reduced earnings for all of 1948, 
despite a record year throughout the economy, it is 
hardly surprising that a minority now appears to 
have been changed to a moderate majority in recent 
months. For a long time it has been recognized that 
boom conditions and sellers’ markets could not last 
indefinitely, nor could bonanza earnings be per- 
manently expected of any concern. Hence a transi- 
tion to more normal conditions, started as much as 
a year ago by a sizable segment of the economy, 


should be nothing to awake serious apprehension as ° 


yet, provided it remains orderly and well distributed 
as first quarter reports seem to indicate. What 
remains to be seen, of course, is whether the current 
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downtrend in earnings will 
level off satisfactorily after 
managements have had 
time to implement their re- 
adjustment programs in 
meeting real competition 
for the first time in almost 
a decade. 

Judging from widespread 
managerial comments to 
shareholders in reporting 
on operations for the first 
three months, the impact of 
a sudden diminution in 
business activity, reflected 
by shrinking backlogs, a 
marked slow-down in new 
orders and in some in- 
stances cancellations or 
pleas for deferred ship- 
ments, all in the face of 
high costs, were mainly re- 
sponsible for reduced earn- 
ings. The abruptness of this 
retreat of buyers from the 
market, quite as much as 
its substance, caught many 
concerns unprepared to 
make corresponding adjust- 
ments to overhead and op- 
erating costs with proper 
speed. From this angle, the 
pinch upon margins in the 
first quarter frequently may 
prove to have been abnor- 
mal and subject to correc- 
tions in due course when 
better cost controls have a 
chance to display their 
merits or aggressive steps 
to push sales bear fruit. On 
the other hand, the time 
has undoubtedly arrived 
when less efficient concerns 
or those with inflexible break-even points will have 
difficulty in achieving satisfactory sales and earn- 
ings. For such, the falling off noted in the first 
quarter may merely be a prelude of further down- 
trend. 

Considering the widespread influence of suddenly 
curtailed buying, it appears significant that first 
quarter earnings generally were as good as re- 
ported. In only a few instances have deficits ap- 
peared. Besides this, the drop by any number of 
firms was not only moderate but their earnings, if 
figured at an annual rate, would seem decidedly 
satisfactory if measured by any prewar standards. 
As the coverage of dividends still remains ample in 
most cases, the reduced earning power indicated 
should not necessarily prove disheartening to stock- 
holders, provided no leaner times follow. Topping all 
other considerations, though, is the very substantial 
number of concerns reporting earnings gains, either 
with or without advancing volume. 


Impact of Price Developments 
In studying first quarter reports, it should be 
realized that in a period like the present, when 
lower prices are continuously being announced for 
both raw materials and finished goods, such price 


123 











aie 








AVERAGE PERCENTAGE CHANGE, 1947-1948, 
IN SALES & NET INCOME OF 
SELECTED MANUFACTURING CORPORATIONS 
REPORTING SALES DECREASE 











° 
% RELATIONSHIPS IN PERCENT BETWEEN SALES AND NET INCOME vA 


AVERAGE DECLINE AVERAGE DECLINE 
IN SALES IN NET INCOME 














































100 90 60 70 $0 50 40 30 20 10 10 20 30 40 50 60 70 80 90 100 








SOURCE: NATIONAL CITY BANK BULLETIN 





‘ developments may have contributed to lower earn- 
ings, or conversely may have been constructive 
earnings factors. Mere price cuts to stimulate sales 
and to reduce inventories, when replacements can- 
not be made at reduced costs, naturally restrict 
profits. But there have been many instances of late 
where price concessions have been allowed by manu- 
facturers with little or no competitive pressure as 


an inducement. Prices for galvanized sheets, for 


example, have been lowered more than once in line 
with reduced prices for zinc. In such an instance, 
the margins of the zinc miners and refiners rather 
than those of the steel mills are adversely affected. 
Until prices are relatively stabilized in many fields, 
their continued disequilibrium necessarily creates 
varying problems at every level, from producers of 
the raw materials down to distributors of finished 
goods. Also, different methods of establishing in- 
ventory values, together with reserve adjustments, 
often distort comparisons of first quarter earnings 
in relation to those of former periods, as a result 
of the widespread flux in prices. 

In the accompanying table we list some forty con- 
cerns that have reported earnings for the first 
quarter. While the number is small, it is fairly repre- 
sentative, affording a good cross section of earnings 
experience. For purposes of comparison, we also 
show earnings for each quarter of 1948, together 
with sales volume and pretax margins. In combina- 
tion these statistics provide a pretty good picture of 
company experience at various stages from the be- 
ginning of last year. 


High Earnings of Steel Industry 


The steel industry continues generally to report 
quarterly earnings well above the corresponding 


period a year earlier, but bookings are beginning - 


to slacken, backlogs are becoming smaller with some 
companies and managements cautioning their stock- 
holders not to expect equally favorable reports as 
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1949 progresses. While definite figures as to first | 


quarter profits of National Steel Corporation have} accept 


not yet been reported, Chairman Ernest T. Weir | 


admits they were excellent, but that the steel indus- 
try generally has entered a period of shrinking 


demand. He also foresees both lower prices and re- | 
duced ingot production on the horizon but with no [| 


hints as to when they would arrive. William P. 
Snyder, Chairman of Crucible Steel Company, has 


reported larger volume than was anticipated in the | 


first three months, but also cautions that steel sup- 
plies are rapidly catching up with demand, and 
that peacetime competitive conditions again prevail 
in most steel lines. 

Most characteristic of progress in the steel indus- 
try thus far in the current year was probably the 
first quarter report of United States Steel Corpora- 
tion. Net earnings of $49.9 million equalled $5.01 
per share vs. $2.48 in first 1948 quarter and $4.05 
in the final quarter last year. This excellent show- 
ing induced the directors to declare a dividend of 
$1.50 per share compared with quarterly distribu- 
tions of $1.25 since 1947, although no extra dividend 
was declared as in March. Since several other steel 
concerns this year have shown increased dividend 
liberality, 1949 has started encouragingly for many 
shareholders in this field; the earnings coverage 
generally is so wide that fairly assured stability is 
indicated, even if profits become somewhat slimmer 
in the second half year. 

Net earnings of Colorado Fuel & Iron Corpora- 
tion for the first three months were reported at 
$2.11 per share, after provision of $250,000 for con- 
tingencies and non-recurring charges of $207,079. 
In the comparable 1948 quarter, net per share was 
$1.33. Armco Steel Corporation in the same period 
earned $2.15 per share vs. $1.45 a year earlier. 
Sharon Steel Corporation, an important producer of 
strip steel, reported net earnings of $4.71 per share, 
almost 50% higher than in the first quarter of 1948, 
and compared with $2.50 dividends per share paid 
during all of last year. For the quarter ended March 
31, Continental Steel Corporation earned 41 cents 
per share in contrast to 43 cents a year before, but 
the slight dip was due to a provision of about 
$291,000 for adjustment of inventory values. 


Food Processors Show Mixed Results 


Food processors, such as dairies, biscuit manu- 
facturers and other specialists seem to be reporting 
rather mixed results. Volume of National Dairy 
Products was moderately lower than a year earlier 
in the comparable quarter, due to some reduction in 
prices, but good cost controls probably lifted earn- 
ings slightly, according to the management. Definite 
figures are not yet available, though. Sales of 
National Biscuit Company, amounting to $75.6 mil- 
lion for the quarter, were higher by 4.4% than in 
the same period of 1948, while net earnings rose to 
77 cents a share, an advance of 11.5%. George H. 
Coppers, president of this concern, has said that 
March was the biggest sales month in the company’s 
history and that substantial progress in plant im- 
provement should enhance its competitive position. 
A good year seemed indicated, though postwar com- 
petition has reached peak proportions. 

Net income of Best Foods, Inc., on the other hand, 
equalled only 70 cents a share against $1.60 in the 
first three months of 1948. This relatively adverse 
showing, as in many other cases, must not be 
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accepted as a yardstick for full fiscal year results. 


' A rapid decline in prices of vegetable oils during 


the last nine months has affected inventories in the 
company’s food division adversely, but $3 million 
reserves for this contingency may minimize the 
influence by the end of the fiscal year ending 
June 30. 

It is important to realize that though many con- 
cerns are reporting first quarter earnings encour- 
agingly above the same period last year, it is ex- 
ceptional to find favorable comparisons with the 
1948 final quarter or even with the two preceding 
periods in some cases. While the return to seasonal 
influences is partly responsible, main reason must be 
accorded to a more than seasonal decline in sales. 
Net income of 97 cents per share reported for the first 
three months of 1949 by Johns-Manville, for example, 
showed up very favorably when compared with 77 
cents a year earlier, but was well under either the 
June, September or December quarters. In this in- 
stance, though, operations in the most recent period 
were adversely affected by a strike in the company’s 


asbestos mines that cost about $1 million in sales 
and $400,000 in losses. 

While volume of General Electric Company from 
January through March advanced about 12% over 
the corresponding period in 1948, it was at least 
$150 million less than in the December quarter, a 
dip of about 27%. Net earnings of 94 cents a share 
were slightly more than 88 cents reported a year 
earlier, but compared less favorably with $1.41 in 
the December quarter, a percentage decline of about 
33%. That margins were not more severely nar- 
rowed by the downward trend in volume in the 
March quarter (from the preceding period) indi- 
cates excellent cost control. The management views 
the outlook with confidence, and now that its $500 
million improvement program has been virtually 
completed, expects this vast outlay to bear fruit in 
the long run. Indeed, an enhanced competitive posi- 
tion and heavy backlog orders in the company’s 
main divisions are likely to support satisfactory 
sales and earnings through the remainder of the year, 
although results may (Please turn to page 160) 
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| Quarterly Net Sales and Earnings of Selected Companies 
Net Sales—($ million) Pre-Tax Margin Net Per Share- 
1948 1949 1948 1949 1948 1949 
March June Sept. Dec. March March March March June Sept. Dec. March 

Acme Steel $149 $147 $144 $ 163 $ 146 21.2% 14.3% $1.98 $1.49 $1.67 $2.22 $1.30. 
American Brake Shoe 28.5 29.2 29.6 32.9 29.9 5.5 6.8 78 95 1.05 1.64 1.28 
American Steel Foundries 19.2 21.2 20.2 24.4 22.2 13.2 16.4 1.22 1.20 86 2.13 1.70 
Apex Electrical Mfg. 9.8 9.7 9.2 5.5 3.6 na na 1.43 1.30 1.58 def.09 def. 1.14_ 
Armco Steel 84.1 93.6 941 110.9 na na 1.45 153 2.09 2.93 2.15 
Atlantic Refining 107.0 1020 1100 116.1 na na 2.89 2.86 3.54 3.47 2.73 
Barnsdall Oil 8.8 9.2 9.4 9.8 9.1 na na 1.52 1.50 143. 1.60 1.74. 
Belding Heminway 6.2 4.8 4.5 5.6 na na 1.10 »~— 94 69 52 33 
Best Foods 28.7 27.1 24.5 23.2 na aa 1.60 1.78 ~©=—92 1.00 70 
Black & Decker Mfg. 6.3 6.7 7.0 6.2 6.4 na 19.4 1.75 2.16 2.15 1.74 1.42_ 
| Blaw-Knox 13.7 16.2 16.3 22.3 17.1 13.6 13.6 58 «75 60 99 66 
Bliss, E. W. 6.4 6.5 6.2 8.0 5.6 15.6 16.6 c*) 1.5! 48 43 59 
Borg-Warner 77.1 84.5 83.7 89.0 78.8 14.1 13.6 2.82 3.28 2.68 3.65 2.80 
Botany Mills 12.6 12.2 14.4 12.4 11.0 na - 1.53 1.50 2.00 85 47 
Caterpillar Tractor . 56.9 33.2 57.2 70.7 65.1 na na 1.55 def 58 2.43 3.91 2.55 
Container Corp. 34.1 31.0 33.1 32.9 28.5 10.0 I2 2.03 2.02 3.29 2.77 1.89 
| Continental Baking 378 = 40.5 39.9 43.0 36.9 5.7 49 7B 159138213 90 
| Flintkote. 17.5 25.3 21.8 16.6 12.8 14.8 9.7 1.24 1.87 1.87 94 5 

| Gabriel Co. 1.8 2.7 3.3 3.4 2.5 na na 12 46 66 99 3 | 
General Electric 365.9 462.6 429.4 563.0 411.6 12.8 12.2 88 1.01 1.02 1.41 94 | 
Gillette Safety Razor 18.9 20.2 24.8 22.0 - na 1.65 151 1.79 1.85 1.06 | 
Hercules Powder 34.0 32.4 31.2 31.7 30.2 144 13.6 1.09 1.00 95 93 90 | 
Industrial Rayon 12.9 13.0 14.2 14.9 na na 1.82 1.93 2.04 2.44 1.74 | 
Johns-Manville 37.5 39.9 44.9 SLI 38.0 120 11.4 77 1.12 1.78 1.55 97 
Marshall Field 48.5 52.3 49.5 74.2 45.0 na na 85 1.40 1.24 1.96 32 
McKesson & Robbins 86.1 82.2 82.3 102.2 88.6 3.8 am 6 1.13 1.09 1.55 AD 

|| Minneapolis-Honeywell Reg. . 12.5 12.0 13.9 19.1 na na 65 56 93 2.35 99 
Monsanto Chemical 38.5 41.0 40.9 43.0 40.9 na na 85 89 78 1.43 97 
National Biscuit 72.5 72.5 72.6 78.8 75.6 11.0 11.8 69 79 7 ne 77 
Pressed Steel Car 15.0 16.1 13.3 §3.2 na na def.30 def.43  def.40 def. 1.23 49 
Reo Motors CL7 10.9 7.9 7.8 na na 1.26 74 def .51 def.1.25 def .42 
Rheem Mfg. ....... 14.1 13.6 16.3 14.7 11.0 na na .70 8! 88 .64 53 
St. Regis Paper. 40.4 43.5 39.5 39.3 34.9 na na .83 78 .60 50 39 
Sharp & Dohme. 0 8.0 9.4 8.8 10.2 19.0 21.5 1.09 72 1.39 .% 1.48 
Shell Union Oil 207.8 192.8 2084 221.4 205.2 20.6 14.6 2.15 2.00 1.97 2.16 1.59 
Texas Co. enn 233.7 265.5 284.0 297.6 na na 2.08 2.99 3.37 3.80 2.09 
Union Carbide & Carbon... 150.1 151.9 161.2 168.3 157.0 25.5 25.4 80 83 92 1.00 85 
United States Steel 556.0 578.4 620.3 726.6 664.9 95 138 2.48 3.02 3.25 4.05 5.01 
Westinghouse Electric . 236.1 244.9 229.5 259.4 226.7 10.0 na ae 86 62 1.43 79 

na—Not available. nc—Not computed due to year-end adjustments. 
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—The Brannan Bombs 





By JOHN D. C. WELDON 


&Y f Congress approves, a new chapter on sub- 
sidies will have opened up with the recent 
explosion of “Brannan’s bombshell,’’ Secretary of 
Agriculture Charles E. Brannan’s brand new, or shall 
we say novel farm support program, quite obviously 
advanced in public admission that the current parity 
plan, like the others that have preceded it, has proved 
a costly failure. 

Whether the new program, if enacted into law, 
will prove more workable when put to a test is a 
question on which even the experts will not hazard a 
guess. To the extent that it provides free markets, the 
plan is considered good. But since it would attempt 
through the aid of the Treasury to maintain farm 
income at the high level of the war and postwar years, 
it is widely feared that its costs over any prolonged 
period would be staggering. There is also the certain 
knowledge that the plan would mean far more “Gov- 
ernment in agriculture” than ever before. Some 
describe it correctly as a marked step forward on the 
high road to socialization. 

At any rate, the new farm plan has effectively taken 
the spotlight away from the squabbles of the farm 
bloc sections which for weeks have been arguing 
whether the Aiken law providing for flexible price 
supports ranging between 60% and 90% of parity 
should be “allowed” to take effect next January, or 
whether we should keep price supports at the war- 
time level of 90% of parity. The new plan is vastly 
different. 

It aims to please, foremost, the farmer by guaran- 
teeing him a permanently high income. It is designed 
to appeal to the consumer by offering the prospect of 
lower food prices through letting perishable farm 
crops drop to free market levels. Business and indus- 
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‘1 of Subsidies 


us Turn to the Left 








try is ex- 
pected to 
look with 

favor on “ 

the proposal since it virtually assures that the rural 
market will hold at a prosperous level. Enemies of 
“bigness” are assuaged in that the plan places a ceil- 
ing on the total amount of Government money any 
single farmer can get. In its potential appeal to vari- 
ous classes and interests, the new plan thus consti- 
tutes a neat “package,” cleverly conceived from a 
political viewpoint to please the farmers, labor, con- 
sumers, even business. Its conflict with the system of 
free enterprise is glossed over, its cost minimized 
though Mr. Brannon has publicly stated that there is 
no way of estimating it. 


High Income Guaranty 


In the new attempt to use taxpayer’s money to keep 
farm purchasing power near the highest level in his- 
tory, there would be provided a formula to set a total 
farm cash income goal every year. The Government 
then would use loans and direct payments to see that 
farmers reached this income goal calculated at over 
$26 billion for the year 1950. This is somewhat less 
than the $27.5 billion estimated farmers’ cash re- 
ceipts for 1949, well under the 1948 level of $31 bil- 
lion and the 1947 receipts of $30.1 billion, but eonsid- 
erably higher than the $24.8 billion for 1946 and the 
even lower returns for previous years. In 1939, farm 
cash receipts were only $7.8 billion. 

Basically the program differentiates between per- 
ishable and non-perishable farm commodities. The 
latter, crops that can be stored such as wheat, corn, 
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cotton, tobacco, would get Federal price supports 
under loan and purchase agreements similar to those 
currently in force. The new system of direct pay- 
ments would apply to perishable crops such as milk, 
eggs, meat, vegetables, etc., which constitute about 
75% of American crops. The Government would let 
these find their own market levels, on basis of supply 
and demand, paying the farmer in cash the difference 
between the market price and officially calculated 
“support standards” which in most cases would actu- 
ally be higher than present support prices. The sup- 
port standards would be based on the average annual 
purchasing power of farmers’ cash income during 
1939-48. 
Economic Security vs. Freedom 


The new plan also would place tight production and 
marketing controls on participating farmers before 
they can become eligible for supports. None would be 
forced to go along with the program, but compliance 
would be necessary to claim Federal benefits. Need- 
less to say, the majority would join up. While they 
may dislike tight controls and Government interfer- 
ence, they appear more or less resigned to it. The 
threat ‘of big surpluses with glutted markets and 
tumbling prices has the farm belt worried and price 
supports are regarded as vital to maintain farm in- 
come anywhere near present levels. It is a situation 
where most of them will consider economic security 
in form of guaranteed income worth swapping for 
the freedom to run their farms as they please. 

The cost of this novel two-price system in a vital 
area of our economy is bound to be high, as stated 
before. Just how high, no one knows, though tenta- 
tive price tags of $5 billion and more annually have 
been mentioned. Secretary Brannan has limited him- 
self to stating his belief that the new plan would cost 
less than the old, but he also said he was sure that 
costs will soon get astronomical under the present 
system of supporting prices. At best, then, it may be 
a case of astronomical costs, and costs somewhat less 
so. But whatever they may be, it will be up to the 
taxpayer to pay the bill. 

He pays the cost under the existing plan, not only 
as taxpayer to make up for farm subsidies, but as 
consumer in the form of artificially sustained high 
prices for food. In this respect, the new plan implies 
a distinct change. The low income consumer is likely 
to find that his share of taxes will largely be 
offset by benefits accruing from lower food 


philosophy of Government, can we deny the same 
guaranty to other groups of our population? If we 
proceed with the farm income guaranty, will not then 
labor have the same right td insist on a guaranteed 
income for the worker? Will not every segment of the 
population ultimately feel entitled to a “fair deal” of 
its own, to some sort of Government assistance that 
will assure it a “fair living’? In short, will we not 
then embark on a dangerous road to socialism from 
which there can be no turning back? 

The objective of insuring farmers against drastic 
price declines in the interest of overall economic 
stability has a plausible reasonableness which ac- 
counts for much of the tolerance of existing price 
support laws. But the new plan goes far beyond this 
primary objective — leading straight towards social- 
ism, something that neither the farmer nor the public 
should overlook. The farmer may be pardoned for 
accepting subsidies rather than suffer from severe 
price collapse, but if he does, he would have to pay 
a high price in terms of curtailed freedom of opera- 
tion and enterprise. The public in turn can hardly 
remain indifferent to the threat of a growing assump- 
tion among wide segments of population that they 
have a vested right to raid the Treasury for what- 
ever they can get. For ultimately, instead of having 
private enterprise, our economy would degenerate to 
a system of “taking in each other’s washing.” 


The High Cost of Subsidies 


Subsidies, of whatever kind, are always an invidi- 
ous burden. It is estimated that the cost of the com- 
mitment of the Government in aiding price of cotton, 
wheat and corn alone from last year’s harvests has 
amounted to more than $2 billion, and several hun- 
dred additional millions have been used in the pur- 
chase of these products for shipment abroad under 
the Marshall Plan. However, this far from exhausts 
the scope of agricultural subsidy payments. Support 
of the 1948 potato crop alone has cost the Government 
$200 million, so far. Other support programs proved 
equally expensive. 

Before long, the Government will have to start 
supporting pork prices to packers, and in the process 
will be forced to buy a lot of pork — to keep the price 
high for the consumer at terrific cost. With prospects 
of near record crops this (Please turn to page 158) 





prices as perishable farm crops are allowed 
to find their own market levels. Hence his 
burden may be relatively light. It’s the medi- 
um and high income brackets, and the corpo- 
rations, to whom the principal burden of 
sustaining farm prosperity at recent infla- 
tionary peak levels would mainly be shifted. 
In other words, another step towards distribu- 
tion of income. 
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1000 
Road to Nationalization 


But more is involved. The farmer will pay 
for a guaranteed income by submitting to the 500 
most complete set of Government controls 
ever advocated in this country, a process that 
would bring him close to nationalization. The 
question arises: Can a program to assure a 
high standard of income stop at the farms? 
If income guaranty is regarded as a funda- 
mental issue not only of economics but of 
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New Approach To Small Business Fax 





By E. 


SUGGESTION that the Railway Labor Act be copied 
in a setup to handle disputes in government-owned 
atomic energy plants will bring on re-examination of 
the machinery long used in the field of rail transpor- 





WASHINGTON SEES: 


Spokesmen for small business, self-appointed 
and otherwise, are being quietly investigated by 
no less a directive than a White House mandate 
and the objective is to destroy some organizations 
which came into existence in the wartime and post- 
war days to help the ‘“‘little fellow” but have de- 
generated into rackets. 


Not all of the groups are phoney, in fact few 
are. But some of the associations having the largest 
public relations budgets and therefore the ear of 
congress and the departments are claimed to be 
waxing rich and doing nothing for their clients. 


President Truman told a conference of small 
businessmen at the White House, late in May, that 
a strong foundation of small businesses is essential 
of the country’s economic well-being and natidnal 
security. He favors more extensive dealing with 
that group for civilian and armed force materiel, 
believes time, money, and paper work can be 
saved if the agencies go beyond the large pur- 
veyors and down to the producers or first handlers, 
with their orders. But Commerce Secretary Charles 
Sawyer has described the difficulty of finding a 
medium to translate small business to the govern- 
ment, to tell what it has to offer, where it may be 
found. When the weeding out is completed, a new 
national organization similar to the U. S. Chamber 
of Commerce or the NAM, devoted exclusively to 
small business, may be the outcome. 
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tation. And it could restrict, rather than broaden that 
method. None realizes that more than the operating 
unions. History shows that the Act hasn’t prevented 
crippling strikes. So, while they’re ‘‘on the subject,” 
many congressmen favor eliminating it, making the 
Taft-Hartley Law fully applicable. A bitter battle 
is ahead. 


OVERLOADING national defense machinery with the 





equipment of “push button warfare” no longer is the | 
threat it was in the immediate post-war days. Ex- | 


perienced counsel, including Chief of Staff Bradley, 


is veering the Pentagon and the Capitol from notions 


of a 30-day war with decimation of the enemy by A- 
bombs, financing instead of supplying armies of occu- 
pation. Development of new techniques will continue; 
but so, also, will construction of orthodox land, sea, 
and air weapons. 


SOLUTION of the problem of financing a national | 


health insurance program isn’t found in the Presi- 
dent’s new appeal for its enactment. It is becoming 
increasingly clear that direct taxes, as well as pay- 
roll levies, would be necessary to finance this govern- 
mental innovation — and it’s that expectation that 
continues labor’s interest in it. Everyone would pay 
something, upper bracket taxpayers would be saddled 
heaviest, benefit least. Idea of the needed tax rate is 
gained from knowledge present levies won’t long sup- 
port social security claims under existing laws. 


EXCLUDING candidates in states regarded “safe re- 
publican” or “safe democratic,” 15 of the 34 Senators 
up for re-election in 1950 won current terms with 
average of about 35 per cent of the eligible voters in 
their constituencies. Organized labor, with those 
figures in mind, will concentrate to defeat Taft, Cape- 
hart, Donnall, Milliken and Hickenlooper, realize they 
will face hard fights to save Downey, McMahon, 
Taylor, Lucas, Morse, Myers, and both Senators 
Thomas, all of them “low scorers.” 
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That congress will not vote any substantial 
increase in federal taxes is being taken for granted. 
Aa WN So much so, that the lawmakers are receiving only 

e scattering mail on the subject. Those who are definitely 
on record against boosts are getting scant encouragement, 


while the wavering members find little incentive from 
their telegrams and letters to enlist in the fight. 


Ga To But the public attitude could prove to be overconfidence! 
































Before going home for the Easter mid-year 
Press examination at the hands of their constituents, both 
senate and house overwhelmingly authorized the full 
amount of funds asked for ECA. Economy-minded members 
made little impression with their campaign to cut 5.5 
billion dollars off the appropriation. At almost the 
same time the President asked -- and congress received 


























North Atlantic pact. 





The Armed Services have been appropriated 16 billion dollars, which was 
that| more than they had requested. Cuts in other grants to departments and agencies so 
ting} far have been almost miniscule, and the same spending attitude is likely to be car- 
nted| ried into bills still to come. The Hoover Commission economy proposals which would 























ct,” | have saved 3 billion dollars this year have not impressed Capitol Hill, and have 
the} been ignored. 
attle 


Meanwhile the Treasury is faced with the likelihood that receipts will go 
down as far as business drops. Adding these factors brings into existence the 
the} alternatives of deficit operations -- or higher taxes. While the White House prob- 
the ably would prefer the higher tax this year, congress would be likely to choose the 




































































Lf former alternative. 

lley, 

10Ns It represents only the thinking and forecasts of a single group, but the 

beni views of National Associated Businessmen (composed of 35 state and regional groups) 

sh as to where the new taxes might fall, propose an interesting start for speculation. 

pa That organization is pessimistic over prospects that new taxes can be avoided, but 
’| sees the total far less than President Truman's 4 billion dollar goal. It prognos- 

ticates that the arithmetic will be worked out somewhere between the two, and says: 

al | ’ 

we "The increase will not go into effect this year, though it will be passed 

ning in 1949 in the strategic hope that it will be sort of forgotten next year, when a 

pay- | Rew congress is elected. And the chances are very strong that it will aim to get 





ern- | the first billion of increase from presently tax-exempt business organizations like 
that | cooperatives, charitable trusts, schools that own and operate factories, and insti- 
pay | tutions that have lately been playing the costly sale-and-lease-back game of putting 


























dled | commercial properties on the tax-free rolls." 
te is 
sup- Unions, led by the machinists, are taking up the seemingly hopeless task 








of implementing President Truman's request that public construction of added steel 
production facilities be undertaken. Even the White House has lost its enthusiasm 
> Ye-| for this project, in the face of certain rejection by congress. Into messages to 















































—— the lawmakers on other subjects, is being slipped argument along this line: while 
Eas all manufacturing industries expanded 56 per cent during the past 10 years, steel 
ee expanded only three per cent; and while industry has plotted a 135 per cent expansion 
niee- in the next five years, the steel industry has only a five per cent growth in mind. 
they 

hon, } Argument is being waged here as to whether the government's statistics on 


tors | Unemployment are accurate, or the higher number found by CIO is to be accepted. As 
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is frequently the case, it's a-matter of approach, and the official data is more 
acceptable for most practical uses. The Census Bureau placed the total at 3,167,000 
while the CIO said 4,700,000. 


The unions include among "unemployed" all those who are temporarily laid 
off from jobs to which they have a reasonable expectation of early return. It also 
included, for an inexplainable reason, those who are working short hours. Seasonal 
conditions were not weighted in the CIO study. Studying, over the months, the 
length of time spent by persons who lost their jobs in obtaining new employment, it 
was found in both surveys that the idle Space is lengthening. 



































While the Taft-Hartley Act will not be repealed by congress, the action 
of both political parties has made it necessary to rewrite it on the floor, in the 
course of debate -- an unhealthy legislative climate. The Administration has given 
up the hope of binding democrats to vote for the house labor committee's draft. 
Many of their members carry campaign pledges to retain an amended T-H law. And 
when 531 members set themselves up as draftsmen working against a 60-day deadline, 
the result could well be a monstrosity. 





























The senate committee acted with house-like steamrolling tactics. The 
greater prerogatives of a.senator will be exercised, and the reported bill has even 
less chance in that branch. The compromise Taft-Ives measure is fundamentally the 
most desirable -- but that very designation will lose its votes and steam up a White 
House veto that very likely could be sustained. There is an almost even chance 
today that no labor legislation will be passed at the current session. 















































How the retail chain store business has grown in recent years is well 
depicted by issue of a "Chain Store Directory." It lists more than 10,000 chains 
and the number of units operated by each. Some are local, many regional, and a few 
national in scope. This growth has continued in spite of legislative barriers on 
every law-making level, attempts to limit the scope of their activities, to divorce 
retailing manufacturing or processing, and to graduate taxes upward on an acceler- 
ated basis, depending upon the number of units operated. 















































The White House has been under great pressure to pick a new chairman of 
the Maritime Commission from the ranks of the shipping industry, but counter pres- 
sure from Capitol Hill is demanding that the selection come from non-commercial 
circles. In the past, retired naval officers or businessmen or lawyers not finan- 
cially interested in shipping have been favored. That situation notwithstanding, 
there has been constant complaint that shipping has been allowed to regulate itself, 
through the Maritime Commission membership. 


























President Truman's appointment of FWA Administrator Philip B. Fleming as 
Chairman of the Maritime Commission indicates that the congressional viewpoint has 
prevailed. Fleming's attitude on subsidies is a question mark. 











Construction and operating subsidies are very live topics today, and the 
commission is "in the middle." Vessels can neither be constructed, nor maintained 








on the seas, in competition with foreign building and manning costs. That is a 
recognized fact; the fight comes on the extent of subsidy to be allowed. But it is 
not the commission, but congress, that favors generous treatment. Existing law 
permits the commission to grant "up to 50 per cent" for construction subsidy, but 
the commission has never gone over 35 per cent. Congress has a bill, which prob- 


ably will pass, making 50 per cent the minimum. 


























With a strong prospect that the Brannan Plan to assure farm income will 
not be approved by the present Congress, it looks as if price Supports for 1950 may 
be lowered to the Aiken bill range of 75% to 90% of parity in contrast to 90% in the 
current year. But the guess is that if the legislators return to their bailiwicks 
at the end of July, they will be called back into session late in the fall, with 
pressure well developed to push farm subsidies again to the front as abundant har- 
vests threaten price depressing gluts. 
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CURRENCY 
Devaluation 


Ahead?..... 


By JOHN DANA 


a he International Monetary Fund, 
watchdog of currency relationships be- 
tween its member nations, is slated to 
meet in June for a general review of 
currency questions. It is this forthcom- 
ing event, tied in with substantial eco- 
nomic progress in Europe and the onset 
of worldwide deflationary trends, which 
has led to a crop of devaluation rumors that for the 
first time — and there have been many such rumor 
waves — are not brushed away lightly by the ex- 
perts. This time, it is thought, there may well be 
some action instead of mere words. 

Any initiative towards currency devaluation must 
of course come from the countries concerned and 
not from the Fund or any other organization. But 
doubtless there has been a good deal of behind-the- 
scenes activity under guidance of the Organization 
for European Economic Cooperation which has per- 
sistently been working toward monetary and finan- 
cial stabilization, a requisite for a sensible and last- 
ing currency adjustment. ECA, it is contended, will 
want to see realistic exchange rates established 
before the second fiscal year of the Marshall Plan 
which begins July 1. As another and perhaps more 
compelling reason is cited the fact that virtually all 
Marshall Plan countries are meeting increased diffi- 
culties in exporting to the USA, primarily in view 
of the price decline in this country and the sag in 
economic activity. The belief is advanced that a 
modest currency depreciation, vis-a-vis the dollar, 
would help stimulate European exports to the U.S.; 
at the same time it might go far towards eliminat- 
ing currency black markets in such countries as 
France and Britain, thus contribute to fiscal and 
financial stability. 

These aims alone would make currency adjust- 
ment a logical step. The substantial progress at long 
last made by most European countries towards in- 
ternal financial stability would also make it a prac- 
tical step, one that formerly could not be safely 
undertaken as long as domestic inflation was ram- 
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A thorough revision of European currency relationships appears overdue. 
With European economic recovery well under way, an early move towards 
devaluation is now in the offing, spurred by the price decline in this country. 


pant. Had it been tried before, as indeed it was in 
France, it would merely have intensified inflation, 
creating a demand for further currency deprecia- 
tion. The French devalued their currency twice 
since the war’s end but each time, internal prices 
rose so much that exports were not long at bargain 
prices, and this of course defeated the primary 
purpose of stimulating exports. Today, inflationary 
forces in most countries are definitely on the wane, 
hence the chances for successful devaluation appear 
much improved. It may be significant, in the case 
of France, that Premier Henri Queuille recently 
stated that “a strengthening and stabilization of 
currency seems nearer than had been believed.” 


Current Disorder Hampers Recovery 


Currency disorder has long been a handicap to 
European recovery, hence restoration of monetary 
order has wide and vital implications. If the Mar- 
shall Plan is to be successful, Western European 
countries will have to trade with each other much 
more than at present. They cannot or will not do 
so while their currencies remain inconvertible and 
unstable, with exchange rates in some instances 
completely out of line with internal purchasing 
power. Moreover, Europe must sell to the USA to 
obtain a maximum of badly needed dollars. In the 
face of the price downswing here, and the growing 
abundance of domestic goods, this will not be easy. 
European prices generally are too high and produc- 
tion costs are difficult to cut. Rather than try the 
latter and stir up endless economic and political trou- 
bles, devaluation is regarded as the easiest way out. 
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Proponents of such a step argue that it would not 
only facilitate the meeting of USA competition on 
its home ground but would bring back the incentive 
for producers to export to the American market. 
The reason for the latter is perhaps not generally 
recognized but it is inherent in the past switch of 
European demand away from the dollar area to 
conserve scarce dollars which were reserved pri- 
marily for goods that could be had nowhere else. 
Thus it came about that demand was concentrated 
in “soft currency” countries, a development which 
tended to raise prices substantially. In turn these 
supplying countries, having acquired large holdings 
of soft currencies, bid up prices for British and 
other European export goods with the result that 
such exports were increasingly drawn to soft cur- 
rency markets where much higher profits could be 
obtained than in the USA, and where selling was 
relatively easy. To the extent that European cur- 
rencies were devalued, it is thought, the USA mar- 
ket will again become more attractive, and more 
productive of much needed dollar exchange. As far 
as we are concerned, it would imply greater absorp- 
tion of foreign imports but it would also lessen 
foreign dependence on American dollar aid. 


Economic Progress — A Requisite to Adjustment 


Since 1947, when the International Monetary 
Fund accepted — with considerable reservations — 
the par values for member nations’ currencies, it 
has been working toward more realistic levels of 
values, both from the standpoint of competition and 
stability. It was slow and difficult work. The main 
fear was that since European production initially 
was small, devaluation would unduly stimulate ex- 
ports and make for more inflation. True as this was 
for a time, it has become less so progressively. The 
Fund and ECA now argue that the Western Euro- 
pean countries have, with the aid of the Marshall 
Plan, made substantial progress industrially, with 
their output sufficiently enlarged to sell in dollar 
markets without unduly throttling home consump- 
tion. Hence, the reasoning goes, they now must look 
forward to do this lest they will constantly import 
more from us than they sell, having to borrow the 
difference from us or look for grants to balance 
their trade. 

Ultimate devaluation of most European cur- 
rencies appears a foregone conclusion. The main 
problem in almost every case is one of timing and 
the tendency is to postpone it as long as possible, 
particularly since Marshall Plan aid takes care of 
the bulk of dollar needs. The Fund and ECA, ac- 
cording to reports, favor tackling the problem as 
soon as possible while the devaluing countries can 
expect to get the maximum benefit from the com- 
petitive advantage they thereby would obtain in 
selling to the American market. 


No General European Devaluation Indicated 


Obviously there is no prospect of a general de- 
valuation of all currencies of Marshall Plan nations 
which might be too drastic a step at this time, but 
an orderly and moderate downward adjustment in 
such countries as Britain, France, Italy would not 
surprise. At any rate, pending further stabilization 
of the world price structure and the general world 
situation, some sort of piecemeal devaluation ap- 
pears much more likely than an attempt at final 
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and permanent adjustment of currency relation- 
ships which would hardly be feasible at this time. 
Still concentration on Europe does not mean neglect 
of similar situations elsewhere. Studies are being 
made in respect to South Africa and Latin America 
with the same basic aim — more realistic currency 
valuation in the interest of stability and wider par- 
ticipation in world trade on a two-way payment 
basis. 

Sweden for some time has been leaning towards 
a move to devalue her currency, being faced with 
the threat that the country’s major export com- 
modities may soon be priced out of world markets. 
Should others devalue, Sweden would promptly fol- 
low suit, and may even take the step alone in the 
event of undue delay. Official sources speak warily 
of this possibility but make it clear that they would 
leap at a chance of initiating a general European 
devaluation which would put Sweden, and others, 
in a more favorable position to export to the U. S. 
Swedish exports to the U. S. have been declining 
progressively and even soft currency areas are be- 
coming increasingly resistant to high Swedish 
prices. A continuation of this trend could destroy 
Sweden’s ability to maintain its economy, hence the 
devaluation question is regarded urgent. 

There has been much talk about a possible Ster- 
ling devaluation, with a resultant downtrend in the 
price of “forward sterling” in the foreign exchange 
markets. The recent boom in gold shares in London 
and South Africa would seem to indicate that 
despite official denials, these rumors are taken seri- 
ously. While still facing a severe dollar problem, 
Britain’s position, and the position of sterling, is 
greatly improved. For some countries like Sweden, 
Sterling has become a “hard currency” forcing a 
limitation of purchases of British goods. Basically 
all this is the result of Britain’s determination to 
expand production and exports, and to curtail im- 
ports — with the well-known “austerity effect.” 


British Reluctance 


In the past, Britain rejected out of hand the idea 
of a unilateral devaluation and looks without enthusi- 
asm even on a general devaluation of Western Euro- 
pean currencies. Until recently there was reason to 
believe that she would only consider Sterling de- 
valuation if it were effected as part of a general 
devaluation program involving an increase in the 
American gold price. We do not know whether a 
change in this attitude has now occurred, particu- 
larly in view of American unwillingness to tamper 
with the gold price. But more recently, the idea of 
Sterling devaluation received new impetus from the 
price decline in this country and the fear of a gen- 
eral trade slump, which would not only militate 
against expansion of British exports to the U. S. 
but might cause us to push our own exports to take 
up any domestic slack, intensifying world market 
competition with British goods. For Britain this 
might become a serious question. Their prices are 
still high and going up, which makes for a bad 
competitive situation; but exports, and particularly 
intensified exports to the USA, are the mainstay of 
the British recovery effort for which the country 
has brought great sacrifices. 

In the circumstance, the contention that it would 
be premature to devalue Sterling until more normal 
trade conditions make it easier to appraise its “true 
value,” presumably could (Please turn to page 153) 
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By STANLEY DEVLIN 


Air transportation is on the rise again after 
its disastrous postwar tailspin. Although “flying 
weather” scarcely is perfect, the “ceiling zero” 
warning has been lowered and the industry is dis- 
playing encouraging vigor. Dire prophecies, accom- 
panied by suggested need for “appendectomies” or 
bankruptcies, have been forgotten. The cheering out- 
look has found reflection in reviving interest in air- 
line shares, and this group recently has exhibited 
better-than-average behavior. 

Promise of greater progress this year traces to a 
variety of tangible factors: (1) Development of an 
enlightened and sympathetic attitude on the part of 
Government authorities; (2) Gradual improvement 
in control over operating expenses; (3) Adoption 
of policies contributing to increased regularity and 
dependability of flights; (4) More adequate mail 
pay; (5) Acquisition of more economical equipment, 
and (6) Increased fares supplemented by special 
inducements for travel at off-peak periods. 

_Of these major influences probably the most sig- 
nificant has been formulation of a new policy by the 
Civil Aeronautics Board aimed at strength- ~ 
ening the nation’s airlines as 


a phase of national defense. a5 
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In pursuance of 
recommendations on 
the part of a Presi- 
dential board as well 
as a special Congres 
sional committee, the 
regulatory board and 
the Reconstruction 
Finance Corporation 
undertook a thorough 
study of the air 
transportation indus- 
try almost a year ago. 
The result was agree- 
ment on a program 
aimed at placing do- 
mestic airlines on a 
sound operating and 
financial basis. 

As part of the plan 
designed to encour- 
age use of efficient fa- 
cilities, the Govern- 
ment undertakes to 
bear some of the ini- 
tial costs of develop- 
ment of new types of 
planes. Moveover, ex- 
penses already in- 
curred along this line 
which contributed in 
no small measure to 
disappointing results 
of numerous air car- 
riers in the last year 
or two are to be ad- 
justed under a form- 
ula by which the sev- 
eral companies will 
receive additional mail compensation. Meantime, 
temporary upward revisions in mail pay were or- 
dered for almost all of the lines to enable them to 
meet financial obligations. Permanent rates still are 
under negotiation and final determinations are not 
anticipated until late this year. 

Although the board has not indicated definitely 
whether temporary liberal allowances for carrying 
the mail will be continued, the feeling seems to be 
that the Washington Administration, including mili- 
tary authorities, are committed to the policy of 
maintaining an efficient and profitable airlines in- 
dustry. Regulatory authorities are insistent, how- 
ever, that operating costs be kept under control, 
and there has been no suggestion that higher rates 
would be permitted to contribute to excessive earn- 
ings of individual carriers. It is the board’s policy 
to pass on each case on its merits, and this fact 
explains complaints from some managements that 
mail rates are too low to compensate for actual 
expense of handling postal matter. Notwithstanding 
apparent inequities, the new policy virtually assures 
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Domestic Airline Operations 

Revenue Passenger Average 

Passengers Miles Fare Per 
Carried Flown Mile 

(millions) (billions) (cents) 
1948 12.3 5.8 oes 
1947 . ¢ : 12.2 6.0 5.0 
1946 11.9 5.9 4.5 
1945 6.4 3.3 4.5 
1944 3.9 A 5.1 
1943 a 2.84 1.6a -) 
1942 . 3.3 1.4 5.3 
1941 3.8 1.4 5.0 
1940 ae 1.0 §.1 
1939 1.7 ry 5.1 
1938 .... 1.2 A) 5.7 

a—1!6 domestic trunk lines beginning 1943; 1942 and prior years— 
all domestic operations. 








at least moderate profits for practically all impor- 
tant airlines. 

In co-operating with the C.A.B., the airlines have 
instituted a thorough reorganization of operating 
personnel. The early postwar expansion program 
which envisioned rapid extension of routes has been 
reversed, and the number of employees has been cut 
back to a figure not greatly in excess of the 1945 
total. Mechanical forces were greatly enlarged at 
the end of the war with a growth of almost 50 per 
cent from 1945 to 1946. This development was 
caused partly by the need for excessive overhaul of 
old equipment. With introduction of many new 
planes in the last eighteen months, however, air- 
lines have found it possible to curtail mechanical 
forces and to dispense with large numbers of other 
trained personnel that never found permanent em- 
ployment because air travel failed to reach the 
volume that enthusiastic managements had antici- 
pated. 


Cost-cutting Measures 


By the middle of last year, working forces had 
been whittled down to a respectable total with elimi- 
nation of the least efficient. As a consequence, oper- 
ating results began to improve not alone as the 
result of reduced expense, but also because of im- 
proved efficiency. Passenger travel was stimulated 
by various so-called “family” ticket plans or by 
“coach service” and other concessions. It was found 
that revenues rose at a rate considerably in excess 


















































Domestic Trunkline Statistics 
Revenue Passenger Miles 
{in millions) 
%o 
7 1947 1948 Change 
American Airlines 1,379.3 1,303.1 — 5.5% 
Capital Airlines 288.5 275.8 — 44 
Eastern Air Lines 884.3 965.3 + 92 
Northwest Airlines 346.8 325.3 — 6.2 
Transcontinental & Western Air. 817.9 847.7 + 3.6 
United Air Lines . 1,189.1 1,155.9 — 28 
Braniff Airways 199.6 193.8 — 2.9 
National Airlines 157.3 90.4 —42.5 
Western Air Lines . 166.4 106.9 —35.7 
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of operating costs. With benefit of higher fares ap- 
proved last year, the industry began to make real 
progress in putting its affairs on a profitable basis 
toward the end of the third quarter of 1948. 


improved Service 


Additional traffic was attracted by better service. 
Modern, economical planes became available last 
year as a means of cutting costs. Installation of new 
equipment designed to increase safety factors at 
airfields, including so-called instrument landing 
systems and ground control approach apparatus, no 
doubt instilled greater confidence in the traveling 
public with the result that the ‘accident bugaboo” 
lost much of its effect on the business. Managements 
concentrated more effectively than ever before on 
regularity and dependability of air transportation. 
Weather conditions in the last six months undoubt- 
edly have helped in no small measure to raise stand- 
ards in this respect. In the North Atlantic area, for 
example, where air travel normally is fairly heavy, 
weather conditions last winter were exceptionally 
favorable. 

Prospect for more successful results in airline 
operation has been improved through addition of 
larger and faster planes in the last year or two. 
The trend has been toward DC-6’s and Convairs for 
trunkline service affording seats for forty to fifty 
passengers. Greater speed on long-haul routes per- 
mits increased utility of facilities. As a result of 
providing faster service and larger seating capacity, 
it is calculated that new DC-6’s may be operated at 
a cost of 2.8 cents a seat-mile, compared with from 
5 to 514 cents for older model DC-3’s and DC-4’s. 
Some lines are shifting DC-3’s to freight service or 
to short routes, while others—notably American 
Airlines—are disposing of this model. 

Passenger fares for air travel gradually are be- 
ing adjusted to yield more economical returns. 
Authority was granted last autumn to raise fares 
to a maximum of slightly more than 6 cents a mile 
for first class service. Some lines later adopted 
schedules affording moderate reductions (averaging 
about 10 per cent) on round trips. Others intro- 
duced “coach rates” flown generally in off-hours at 
reductions of 20 to 30 per cent without meals or 
other extras. The Civil Aeronautics Board has 
closely supervised such modifications in an effort to 
keep them within bounds. The Board apparently has 
adopted a policy of limiting low-cost thrift flights 
to older type planes perhaps on the theory that 
overall risks are reduced and the usefulness of such 
equipment thus may be prolonged. 


Competitive Position 


The airlines’ competitive position recently was 
immeasurably strengthened by a significant C.A.B. 
ruling. The Board ordered privileges of “large ir- 
regular air carriers” canceled as of May 20. There- 
after such craft would be licensed to fly only on 
basis of conditions imposed in individual cases un- 
der strict supervision. Authorities familiar with 
conditions forecast a substantial slackening in com- 
petition from unscheduled lines as a result of tight- 
ening of requirements. The Board appears intent on 
limiting this type of operation to special situations 
and preventing fairly frequent and irregular flights 
cn ig points that contribute largely to ordinary 
travel. 
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The established carriers long have contended, for 
example, that “irregular” lines operate extensively 
between New York and large cities on the Pacific 
Coast as well as between northern airfields and 
southern resorts when travel has been heaviest. This 
practice enables unscheduled operators to “skim the 
cream” of potential travel, thereby enjoying the 
advantages of high load factors and favorable 
weather conditions, since flights are changed at will. 
By means of cut rates, traffic is attracted from regu- 
lar lines. For protection of the public as well as a 
gesture of equalizing competitive conditions, the 
C.A.B. appears to have “cracked down” on an im- 
portant airlines competitor. 

Protests from independent operators suggest that 
enforcement of the order may prove of substantial 
benefit to regular lines in retaining profitable traffic 
on heavily traveled routes. At the same time, the 
larger companies are going more aggressively after 
freight and express traffic that has been handled to 
a large extent by unscheduled carriers. 


More Emphasis on Freight Service 


The large trunk lines now are laying plans for 
shifting more efficient equipment to freight service. 
They have indicated that with permission of regu- 
latory authorities they are prepared’ to compete on 
a rate basis for all available traffic. Managements 
believe that enough business is in sight, if vigor- 
ously cultivated, to develop freight traffic substan- 
tially. 

From the standpoint of the investor, it is not too 
important to look into the more distant future in 
surveying the industry’s prospects. It is interesting 
to note, however, that the airlines as a mode of 
passenger transportation are strengthening their 
competitive position. Planes handle a greater pro- 
portion of available first-class passenger business 
than ever before. 

On basis of current trends, it is indicated that 
regular scheduled airlines this year may handle ap- 
proximately as many passengers as pullmans do 
and may show a ratio of more than 50 per cent in 
total passenger-miles. Airlines registered a nominal 
increase last year in number of passengers carried 
at about 13 million, while the total of revenue pas- 
senger miles flown dropped about 3 percent to 5.8 
billion from 6 billion in 1947. Indications point to 
an increase this year over 1948 of 3 to 4 per cent 
at a minimum, while over-all transportation is ex- 





AIRLINES GROUP INDEX vs. 320 COMBINED STOCKS 


500 


aia AIRLINES GROUP INDEX 


yoo 


350 
150 
140 320 COMBINED STOCKS 
130 
120 


110 





1948 


1949 











pected to continue the decline evident in the last 
two years. The so-called travel market (airlines and 
pullman combined) has been shrinking since 1944. 
Air travel increased sharply from 1945 to 1946 and 
rose moderately in 1947 despite a decline of about 40 
per cent in total first class travel business. 
Passenger revenues have come to represent the 
bulk of gross income for regular carriers even 
though an impression prevails that only mail sub- 
sidies permit airlines to show operating profits. Mail 
payments account for less than 20 per cent of 
revenues for the industry, whereas sixteen or seven- 
teen years ago, mail payments contributed 75 to 80 
per cent of income. Mail allowances this year are to 
be considerably larger than in 1948, but the ratio to 
total revenues may not rise importantly inasmuch 
as the industry is experiencing outstanding prog- 
ress in enlarging its passenger and freight receipts. 


Study of Route Patterns 


The Civil Aeronautics Board is engaged in an 
extensive study of route patterns in an effort to 
encourage further operating economies and to 
eliminate over-exploita- (Please turn to page 153) 
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Pertinent Statistics on Leading Airline Companies | 
| 
—1948 etd ia ales Acai ye 
Passenger Mail —Net Per Share—— Dividends Paid Recent Range 
5 Revenues Revenues 1947 1948 1947 1948 Price 1948-49 
American Airlines eet $76.9 $4.8 def$.74 def$.67 Nil Nil $9 s10-~- «bi 
Capital Airlines oe sia def3.30 26 Nil Nil 7 BY- 3% 
Eastern Air Lines... Sots 60.7 2.0 53 9 25 Nil 15 205-13 7% 
Northwest Airlines -_ def 1.79 def 1.51 Nil Nil “9 17'/g- 81/4 
Pan American Airways . one : 48 1 25 2 £410 °#&1W-8 
Transcontinental & Western Air : ilies cian 720 19.4 def8.19 def .24 Nil Nil 13, —s-2234- 95% 
United Air Lines iain a 8.8 def2.01 def 72. Nil _ Nil 13 19/4- 956 
Braniff Airways REA ___def 52 19 Nil Nil 7 10'/4- 61/4 
National Airlines ne * def2.59 def 12a _ Nil Nil 9 10%4- 4% 
Western Air Lines ie def 1.80 26 Ni Nil 7 10l/- 5 
a—9 months ended March 31, 1949. 
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—* Vistas port-... Vide 


By C. F. MORGAN 


Le rise to prominence as a new and 
fascinating service to the people proceeds at such an 
accelerated pace that its record of achievement may 
be regarded as one of the most important industrial 
developments of recent times. 

In the relatively brief period since late 1946 when 
the first postwar models of television home receivers 
reached the market, the number of family sets has 
increased from fewer than 10,000 to today’s total of 
over 1,500,000, with an estimated viewing audience 
of 6,750,000 people. Regular program service has 
been extended from one metropolitan area to cities 
and suburban regions comprising 46.3 percent of the 
country’s entire population. 

At this rate of progress, it is estimated that there 
will be more than three million television sets in use 
by the end of 1949, serving an audience of 13,500,000 
people. And according to best available studies, out- 
put will be stepped up in succeeding years so that the 
industry’s annual production will reach close to five 
million television receivers by 1953. 
By that time, the total number of 
sets in operation should exceed 19,- 
000,000 and it is also believed that 
by that time, a coast-to-coast tele- 
vision network service will have 
been made possible by means of 
radio relays and coaxial cables. 

At the rate at which the industry 
is currently going, these goals ap- 
pear by no means far fetched. By 
the turn of the year, about 100 tele- 
vision stations are expected to be 
operating in 57 broadcast areas 
with a population of 70,000,000 
people. And a further indication of 





136 








Photo by N.B.C. 


the speed with which television is gaining public ac- 
ceptance is shown by the fact that as many as 20% 
of the families in areas of video coverage will have 
installed the new entertainment and educational 
medium in their homes by the year end. 

All of which seems like fantastic progress. Yet for 
the investor, television at present presents a peculiar 
dilemma. Many, remembering that radio producers 
were prevented from operating profitably in the early 
days of radio development because of cut-throat com- 
petition, are wondering whether the same situation 
will develop in video. Even today, it seems probable 
that the firms who will realize large profits are those 
who can develop mass production of attractive sets, 
at a relatively moderate price, a feat that will be 
quite difficult in view of present-day materials and 
wage costs. But those who can do it will likely prove 
the “winners” in a keen competitive struggle that 
even now is getting under way in earnest. Thus the 
rapid growth of television is posing some knotty 
problems for investors who wish to 
participate in the industry’s dy- 
namic future while avoiding numer- 
ous pitfalls. 

The present position of the tele- 
vision industry, from the stand- 
point of the investor, is best com- 
pared with the early stages of de- 
velopment in the radio, aviation and 
automobile industries. Video’s un- 
doubted potentialities have brought 
about a hectic scramble to expand 
into this field and various com- 
panies are putting forth every ef- 
fort to become well entrenched in 
this early phase. Television receiver 
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manufacturers increased from 20 to 80 during 1948, 
and the number is expected to reach 105 by the end 
of this year. At latest count, some 185 different 
model sets were being offered to the public. 


Changing Competitive Positions 


Not all the present entries in the field will survive. 
With competitive positions changing from month to 
month, and even from week to week, even “past per- 
formance” is none too certain an index of future suc- 
cess. It is possible, however, to draw up certain classi- 
fications as an aid in assessing the risks as well as the 
potentialities. First, however, a word about the more 
immediate industry outlook. 

Television set production reached record levels in 
March and for the first quarter, with shipments re- 
ported at 422,537 sets in the first quarter and 182,361 
in March. Purchase by the public of 1,580,000 re- 
ceivers this year is considered almost certain by in- 
dustry spokesmen, though as many as 2,170,000 sets 
may be sold with application of improved selling 
techniques. If fulfilled, this anticipation points to 
continuation of the rapid growth experienced in the 
past. 1948 output was 514 times that of 1947, and 150 
times the total of 1946. 

Certain major developments have contributed to 
the recent step-up in productive effort and achieve- 
ment. One important move was the standardization 
of telecasting by the Federal Communications Com- 
mission. This, together with the determination to con- 
fine video to black and white rather than to include 
color gave a “green light” to mass production efforts 
by the set manufacturers. 

The basis for further rapid expansion of output 








this year is found in the mechanization of cathode ray 
tube manufacture. This is easing the tube shortage 
which last year was an important element in limiting 
set production. As a result of mechanized output of 
15-inch and 16-inch glass television bulbs by Corn- 
ing Glass Co., tube prices already have been reduced 
by some 24%. Finally, the expansion of telecasting 
stations was a third important development that has 
served to widen demand for receivers this year. 
Some enthusiasts have contended that television 
will cause radio set manufacture to disappear within 
another three years, that it will cut severely into 
motion picture attendance and convert film com- 
panies largely into “manufacturers” for television, 
that it will prove a serious blow to publishing com- 
panies and affect adversely other businesses offering 
entertainment and education to the public. 


Actual Impacts on Other Businesses in Doubt 


Admittedly television has tremendous potentiali- 
ties along such lines but there is reason to doubt 
whether adverse impacts on other industries will be 
quite as severe as some would seem to fear. While it 
does add sight to sound, it also requires close atten- 
tion while radio is not so exacting, a factor which 
strongly argues against replacement of the latter. 
Similarly, motion picture industry leaders have by no 
means thrown up the sponge. Paramount, for in- 
stance, is installing equipment in its theaters for tele- 
casting on screens of “heroic” size, popular television 
programs so that patrons won’t miss major events by 
theater attendance. 

In the New York area, television set usage has 



























































Statistical Data on Leading Manufacturers of Television Sets and Parts 
—Net Per Share— Price- 
Ist Quar. Div. Div. Earnings Recent Range 
1948 1949 1948 Yield Ratiof Price 1948-49 COMMENTS 
Admiral Corp. ....... i oy) 5. 7I Manufactures radios, television receivers, and 
iral Corp $3.67 $1.54 $ .85b 45% 5.0 $19 2254- 7'/ tare on edhe od 

A DER se ck ox adr ot, fa! IST BA, : : 5. 4! Produces radios, television receivers, household 

i 9 aa a8 ” 60 10.0 5.4 6 Th- a appliances, farm and industrial equipment. 
c ll-Dubilier Electric . » r 5. 55 Manufactures condensers and power vibrators 

hina nabinnaliaiicalmmamnER ” 80 8.9 10.7 9 ISi- 5% wad ialouie. pa and claahoante caulomnatt. 
DuMont (Allen B.) Labs. (k) avo 1.29 .25 1.9 10.0 13 16 - 754 Produces television receivers and transmitters; 

also operates television network. 

E Radi Ph A A 92! q 5. 93 Leading producer of small radio receiving sets; 
seneselbnccniedie onograph 300 — 92 he i“ 6.1 5.0 iS 16/2 9 %e also cauleies television sets and equipment. 
SG | Inst JAR ee EO ‘i H V,- 75 Produces condensers, tuning devices, and equip- 

eneral Instrument seessessseeeeeeneee 33m 1.00 Viet 9 13%4- 7% oman ie FM and solavtion receivers. 
WNCIQONONOS 3c Se nt Se net 3.00E 1.00 g 9.1 3.7 i 21 - 9'/, Produces high quality radio-phonographs, tele- 
visicn receivers and related equipment. 
Motorola, Inc. 4.14 1.14 1.25 6.9 4.4 18 21'/-1 11/44 Manufactures radios and television sets; also 
two-way radio communication equipment. 
Philco Radio . 6.32 2.00 b 6.7 4.7 30 45!/,-28 Produces radios, phonographs, television sets 
; and household appliances. 
Radio Corp. of America.............. 1.50 .30 2.5 8.0 12 15 - 7% Manufactures radio and television sets, elec- 
tronic equipment, etc., also broadcasts. 
Raytheon Mfg. ....... .64m .25 Nil 6 934- 51/2 Produces radio sets and tubes; also broadcast- 
ing and television transmitting-receiving equip- 
ment. 
Stromberg-Carlson(k) ..... 2.49 9 9 q -10! Manufactures radio and television sets, tele- 
9 ‘ al . on 12 id 10% phone switchboards and related apparatus. 
Sylvania Electric Products... 2.84 88 1.40 6.4 72 22 26 -17!/g Produces bulbs, lamps, fixtures, radios and tele- 
vision tubes, radio sets, electronic devices, etc. 
Oni ROCIO: 22 6.50 E 1.50 5.2 3.9 29 35 -1934 Manufactures radio sets and tubes, hearing 
aids; also television receivers and phonevision 
sets. 
t—Based on 1948 earnings. k—Unlisted stock. 
E—Estimated. g—Latest dividend deferred. 
a—Adjusted. m—9 months. 
b—Plus stock. 
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become sufficiently general to give some indication 
of what its effect might be. While theater attendance 
has slipped, the decline has not been very severe. 
Similarly, current experience indicates what may be 
expected generally as regards developments affecting 
business and profit potentials. As television usage has 
grown, sales by some stores have tended to slow up, 
resulting in retail price cutting reflecting intensified 
competition and dealers’ desire to clear out their 
stocks quickly. In part, the latter has been due to 
special factors, primarily the constant emergence of 
new developments. 


Lower Prices May Affect Margins 


When television tubes became available for larger 
size screens, some manufacturers switched completely 
over to that size even while they were still selling 
smaller screen sets, and naturally retailers en- 
deavored to get rid of the older types for fear of 
declining demand for them. Additionally, manufac- 
turers have been paring prices as economies were 
achieved from mass production, and this price cutting 
has doubtless aggravated present-day intense com- 
petition, apart from causing potential buyers to hesi- 
tate. In other words, competition is growing and for- 
merly wide profit marigns are bound to narrow in the 
process. A situation of rapidly rising dollar sales and 
heavy demand, accompanied by slimmer unit mar- 
gins can well be seen, and already has developed to 
some extent. 

In the competitive struggle that lies ahead, engineer- 
ing skill, while important, is alone not sufficient as 
evidenced by the loss suffered by investors in Farns- 
worth. This company had made important technical 
progress but ran short of funds and learned the diffi- 
culties which a television company faces in trying to 
raise new capital at the present stage of industry 
development. This is an important point to consider. 
Recognition of the need for maintaining a strong 
financial position was evidenced, for instance, by re- 
cent action of Magnavox in omitting dividend pay- 
ments. Thus companies with strong working capital 
positions must be regarded as in favored position 
during a period when heavy expense is unavoidable 
to keep abreast or ahead of the industry as a whole 
in new developments. 


The Factor of Diversification 


It is perhaps a fortunate circumstance that most 
concerns active in television manufacture are also 
engaged in other activities. From an investment 
standpoint, this advantage of diversification can be 
important in the future when the going in video gets 
rougher. Prominent among these are the big electrical 
companies, General Electric and Westinghouse Elec- 
tric, both with the financial resources, engineering 
skill and strong sales organizations that should en- 
able them to hold a high position in television, as they 
enjoy in their other lines. But television for them 
constitutes but a very minor part of total production 
activities, and a commitment in these companies can 
by no means be viewed as an investment in television 
primarily. 

Somewhat similarly situated is Avco Manufactur- 
ing Corporation, actively engaged in various other 
lines from farm machinery to household appliances 
but its stake in television is relatively higher. Tele- 
vision and radio sales of the company’s Crosley divi- 
sion for the first four months of the 1949 fiscal year 
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— December through March — were up 42% over 
1948, and the division which accounts for 50% of the 
corporation’s total sales volume continues to enjoy 
a good volume of television business though other 
products have been falling off recently. 

Crosley’s television business in the first quarter of 
1949 was up 55% over the corresponding period last 
year. The company recently installed additional facili- 
ties which have increased television receiver output 
capacity to 20,000 units monthly, and with the elimi- 
nation of the cathode-ray tube shortage, it expects 
to attain this figure in actual ouput by June. It is 
developing lower cost sets in anticipation of a great 
deal of competition among the many manufacturers 
in the field. 

Philco Corporation falls in the same general cate- 
gory, with television, radio receivers and radio- 
phonographs last year accounting for 46% of total 
sales which also included refrigerators, freezers, air 
conditioners and sundry other products. With tele- 
vision set output expanded, Philco is a strong con- 
tender in the field and its outstanding record particu- 
larly in radio augurs well for future prospects. To 
maintain its position of leadership, the company is 
placing increased emphasis on all phases of research, 
design and development for production of television 
receivers. 

Indicative of Philco’s progress as one of the largest 
producers in the field, output increased steadily 
throughout 1948 and in the last quarter was approxi- 
mately equal to the dollar value of home radio and 
radio-phonograph production. For the year as a 
whole, it was more than four times as great as in 
1947, but with present facilities and new additions, 
the company will have capacity to produce four times 
again as many sets as it did last year. 


Promising Contenders 


A number of companies which have shown spec- 
tacular growth in recent years, due mainly to manu- 
facture of radio sets at a time when war-deferred 
demand created a tremendous market, are now ag- 
gressively swinging into television. These include 
particularly Admiral Corporation, Emerson Radio & 
Phonograph Co., Magnavox and Motorola. While 
stocks of these companies must be classed at this time 
as rather speculative, the companies themselves by 
aggressive effort have become prominent contenders 
in the television field. 

Admiral embarked upon mass production of tele- 
vision sets early in 1948 and in less than a year, 
against heavy competition, managed to rank among 
the top three producers. While 1948 output was seri- 
ously hampered by tube shortages, the situation is 
gradually being remedied and 1949, according to the 
management, should witness a production increase of 
nearly 300%. Rapid growth has been aided by aggres- 
sive promotion which continues. Over 60% of antici- 
pated 1949 sales are expected to come from the tele- 
vision division. The company reported first quarter 
net earnings of $1.54 per share compared with total 
1948 net of $3.67. As a low-cost producer with good 
operating efficiency, the company enjoys a strong 
competitive position. 

Emerson Radio & Phonograph Corporation, long 
engaged in television development, last year greatly 
expanded its television manufacturing facilities to 
meet rising demand. It is expected that more than 
half of the company’s total volume of business this 
year will be in the sale of (Please turn to page 157) 
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AMERICAN WOOLEN — PARAMOUNT — SWIFT INTERNATIONAL 


By J. C. CLIFFORD 


Vie current readjustment period has created 
so many uncertainties that investors in a good many 
enterprises do not have to look very deep to find a 
plausible reason for the depressed price status of 
their shares. Such generalities as declining sales, 
high or rising costs, high break-even points and the 
like have provided such broad explanations as to be- 
come commonplace. We have, however, selected three 
situations where operating problems have reached 
a stage detrimental to share prices for distinctly 
special reasons. They accordingly invite discussion 
for the benefit of those of our readers who may be 
interested in these companies. 


American Woolen Company 


During half a century now, investors have watched 
this world’s largest producer of woolen fabrics strug- 
gle through alternate periods of prosperity and negli- 
gible results. This long drawn out battle has been ad- 
mirably reviewed by the company itself in its fiftieth 
annual report for the year ended 1948, and the drama 
deserves reading by others than its 20,000 share- 
holders, if only as an outstanding success story in the 
face of great odds. Unprecedented sales and earnings 
in postwar served to give the company’s shares an 
exciting ride pricewise from a low of 33/4, in 1944 to 
7034, in 1946, followed by a gradual decline to 


responding period a year earlier and $5.88 in the 
December quarter, was unpleasant news for share- 
holders, not only because of the drastic rate of 
decline but because earnings failed to cover the quar- 
terly dividend. Volume for the first quarter, reported 
as $40.8 million, declined for the fourth consecutive 
period from a peak of $55.6 million last June. The 
management now places backlog orders as of April 1 
at $25.6 million, $30 million lower than at the be- 
ginning of the year. 

Discouraging as these figures are, allowances 
should be made for the sudden withdrawal of fabric 
processors and distributors from the markets in the 
first quarter as a factor characteristic of many other 
fields. The impact upon American Woolen Company 
of reduced sales within a short time caused first 
quarter pretax margins to contract to 5.9% compared 
with an average of about 13.8 during 1948. Net 
profits in relation to sales were lowered to 3.7%, less 
than half the net margin for last year. These figures 
reveal very clearly how difficult, if not impossible, it is 
to reduce operating expenses at a pace commensurate 
with volume decline. If sales level off on the present 
basis, good cost controls could probably widen mar- 
gins by gradually shaving down the present break- 
even point, but there are definite limits to that; 
moreover the main question is whether volume will 








253% recently in the face of diminishing mar- 
ket and profit potentials. Despite net earnings 
of more than $16 per share in both 1947 and 
1948 before special reserve adjustments, it is || 


evident that speculative opinion has become }|--— 


pessimistic over the stability of the $1.50 
quarterly dividend rate or the ability of the 
company to resist a return to former rela- 
tively unprofitable volume levels. 
Developments thus far in 1949 have done 
little to assuage apprehension of this kind, 
although it is not safe to assume that the 
sharp decline in earnings in the first quarter 

















marks the beginning of. a protracted trend. 
Reported net per share of $1.25 for the first 
three months, compared with $5.01 in the cor-  [& 
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American Woolen Company 
(Quarterly Income Statistics) 

1949 wi inmenennimien 

March March June Sept Dec. 
Net Sales (million) $40.8 $48.9 $55.6 $47.6 $45.7 
Net Before Taxes 'million) $2.4 $7.9 $8.1 $5.7 $7.1 
Margin Before Taxes 5.9% 13.4% 14.6% 12.0% 15.6% 
Net Income (million) $1.5 $4.9 $3.1 $2.5 $6.0 
Net Profit Margin 3.7% 10.2% 5.6% 52%, 13.1% 
Net Per Share(a) $1.25 $5.01 $2.95 $2.31 $5.88 

(a)—Before special reserve adjustments. 
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Worsted Goods | 


Mortgage Payable; Subsid: $830,000 
Shs. $7 Pfd: 89,882 - $100 par 
Shs. $4 Cv-Pr Pref: 106,050 - $100 par 
Shs.’ Common: 968 ,344 - nO par 
Fiscal Year: Dec. 31 


THOUSANDS OF SHARES 
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continue to drop before a dependable plateau is 
established. 

While it is undeniable that the peak of postwar 
demand for worsteds and woolens has been passed, 
these items are relatively expendable and unless a 
serious recession sets in, disposable income far above 
prewar will be available for the purchase of clothing, 
blankets and other woolen fabrics. This is an encour- 


Price Range 
1929 - 1935 
High — 27 
Low — 
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Paramount Break-up 


Pro Forma Consolidated Income Accounts* 
9 Months Ended Oct. 2, 1948 





























United 
Paramount, Paramount 
PicturesCorp. Theatres 
and Sudsids. and Subsids. 
'$ million) 
Theatre admissions and receipts... $11.0 $65.4 
Rentals and other operating revenue... 54.7 a 
aes eI ct Bie or a rea ee 65.7 68.3 
Amerimation\ontilms;ele. 0 BR 
Rentals and attraction costs Be hAndies Wie 21.6 
Salaries and wages (excluding talent cost)... 17 14.6 
Operating income 6.6 15.2 
Operating margin 10.1% 22:37, 
eee ee ee 7 22 
Net income 45 10.9 
Net profit margin 6.9%, 16.0% 
Net per share $1.32 $3.21 


Pro Forma Consolidated Balance Sheet 
October 2, 1948 











Capital stock—actual number of shares... 3,417,919 3,417,920 
Long term debt... eat Oe ne, a $18.5 
Ct Sie SER ee ae ee 24.1 17.1 
RPITINICRRDONE en EL 19.2 
Current liabilities pea. 9.1 8.1 
Fixed assets, net... ane a.) BEG 37.1 
Cepiets: oS eh ed $120.0 $69.3 





*—Giving effect to plan of reorganization. 
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aging element in the equation, 


when garment cutters and store 
buyers, virtually on a_ buyers’ 
strike in recent months in an at. 
tempt to hold out for lower prices, 
must get into the market to replen- 
ish depleted inventories, or buy 
against future needs, recently 
covered on a mere hand-to-mouth 
basis. In this event, bookings can 
be expected to pick up; from an 
earnings standpoint, the big ques- 
tion is whether the company will 
have to cut prices. 

From an operating angle, there 
seems little chance that woolen 
manufacturers will be able to al- 
low much in the way of price con- 
cessions, due to the worldwide 
shortage of raw wools that has 
pushed prices to record heights, 
On the other hand, American 
Woolen has successfully resisted 
oi labor claims for increased wages. 
sui) Its equipment has been modern- 
ized very extensively, indeed toa 
degree where with half the number of mills and 
looms it had a number of years ago, it can produce 
an even greater yardage of fabrics and blankets. On 
balance, therefore it would seem that the current 
price of the company’s shares had rather amply dis- 
counted most of the adverse potentials on the inter- 
mediate horizon. An $8 million reserve against con- 
tingencies, a current ratio of about 3 to 1 and record 
working capital of $60 million furnish a strong 
financial background. The company is hopeful that 
more business will develop though nothing like the 
volume experienced in 1948. However, with the situ- 
ation still in a flux, market action of the stock will 
likely continue to reflect the uncertainties inherent 
in the situation. The dividend action scheduled this 
month is apt to throw some light on the manage- 
ment’s ideas about the earnings outlook. 


1948 1949 


Paramount Pictures, Inc. 


Final approval by stockholders of Paramount’s re. 
organization plan, effective next December, has not 
seemed to have stimulated any renewed activity in 
the shares. They continue to drift along with the price 
about midway in the 1949 range of high—243%, low 
—19%. Owners of the shares evidently are confused 
over the coming split of the motion picture concern 
into two distinct enterprises, their respective operat- 
ing potentials and the problem of determining which 
one they must select for permanent investment of 
their funds. Coming at a time when the entire movie 
industry has had manifold troubles on its hands, there 
is little wonder that investors for the most part are 
somewhat skeptical about the constructive aspects of 
a division of the “pie.” 

To judge from explanations and comments 
by the Paramount management, however, the 
law-enforced break-up of the company is likely 
to bring substantial benefits to present share 
holders in the long run, whether they decide to con- 
centrate on the film producing end or favor laying 
their stake on the new picture house company that 
will emerge. The reasons for this optimistic view 
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sound sincere and apparently are 
well predicated. As some time 
must elapse, though, before actual 
results can tell the real story, gen- 
eral conditions in the motion pic- 
ture industry must show signs of : 
improvement before the share ———_+— 
price can probably work out of its [-—— 
present rut. There are indications 
that earnings of one large com- 
petitor, Loews, Inc., may have 
turned the corner and that others 
may progressively get “over the 
hump.” 
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Good Cash Position 


The immediate problem facing 
shareholders is nothing to arouse 
anxiety, apparently, aside from a 
possibility that the 50 cents quar- 
terly dividend may not be secure. 
This arises from the fact that net 
earnings of $2.26 per share for 
nine months ended October 2, 1948 
did not provide a very wide cover- 
age. But there is a chance that 
some improvement may have been achieved when 
more recent figures are available. Besides, the com- 
pany has already been piling up cash resources in 
complying with the court decree to divest a large 
number of its partially owned theaters. This may tend 
to stabilize dividends in the current year. The shares 
around 21 would normally seem reasonably priced 
even if the present dividend rate were reduced 
somewhat. 

Looking ahead to next December, when Paramount 
shareholders will exchange their stock, each share 
for one share of Paramount Pictures Corporation and 
one share of United Paramount Theaters certificates, 
plenty of time will be allowed thereafter to take a 
fresh look at the situation before deciding which of 
the new concerns should be retained in the investor’s 
portfolio. Actual shares of the 
United Paramount Theaters unit =F - 
will be held in trust untiltheterms = |——};—-—+- 
of the exchange arrangement have 
been met, or until the shares are 
withdrawn by the certificate 
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Consolidated Income Account 
SWIFT INTERNATIONAL CO. 


(in million Argentine Pesos) 








Dec. 31, Dec. 31, 
1948 1947 

Net sales . . 750.9 794.5 
Operating income .. 5.6 33.7 
Operating margin ....... As. 435% 
Total income ............ 6.4 35.0 in Argentine Pesos 
Deprec. and amort. 6.1 5.6 
Net income |... 7.04 14.9 
Net per share. ww. = Sa 7.44 
Net per share, in dollars 72a 1.86 


a—After credit of 23.6 million pesos, rep- 
resenting compensation received for 
increased operating costs in Argentina. 
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SWIFT 


—1 So. Am. Meat Packer 1-1 


Funded Debt: 
Shs .Cap.Stk: 
Fiscal Year: 


Poche Ht 
Earn, Div, & Wkg Cap $ Mil—+——— 
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—_1 Long Term Debt: $10,000,000 
—t—— Shs.’ Common: 
4 Fiscal Year: Dec. 31 


6,987,039 - $1 par 7_— 
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THOUSANDS OF SHARES 


1946 1947 1948 


5 


1942 1943 1944 1945 


53. [79.4 | 70.9 $M 
holders after signing an affidavit that all interest in 
the Pictures corporation has been disposed of. Pend- 
ing this time, 50% of the dividends received by the 
trustee from the Theaters stock will be withheld, but 
will accumulate for the owners of the certificates. 
On the appended table we show a pro forma in- 
come account showing how the two new companies 
would have operated had the plan been in effect dur- 
ing nine months ended October 2, 1948. The Theaters 
Company is allowed under the consent decree to 
retain 380 of the 440 wholly owned theaters of Para- 
mount and may acquire full title to 267 partially 
owned, if desired. Some 600 others, though, will be 
sold or have now been disposed of. Paramount has 
already sold 140 small theaters for a price well above 
book values, in the process (Please turn to page 155) 
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By GEORGE W. MATHIS 


iw steady increase in the number of investors 
entrusting their savings and/or inherited wealth to 
professionally managed investment companies has 
aroused widespread interest. Since the beginning of 
World War II, not only thrifty persons of small in- 
come but many with ample means, not to mention 
churches, hospitals and schools, have combined to 
swell the shareholders’ lists of the investment trusts 
by more than 350,000. The grand total now exceeds 
1.1 million, indirectly owning around $2.2 billion of 
securities. Hence it seems timely to discuss the merits 
and disadvantages of these investment media com- 
pared to personally managed programs. 

In theory, at least, the broad diversification of risk 
provided by the portfolios of the leading investment 
companies enhances the safety factor and lends con- 
fidence in their operations, while the professional 
character and experience of their staffs suggests 
greater efficiency than the individual investor could 
validly claim ; dependable judgment is expected from 
the research departments, economists, and trained 
market analysts of the better known trusts. On the 
other hand, while an investment in one of these man- 
aged portfolios removes from the shoulders of an 
individual the responsibility of adequate selectivity 
and timing, so fundamental in every program, the 
objectives and proven records of more than 100 lead- 
ing investment concerns vary so much, that selectivity 
here still remains somewhat of a problem. It is no 
simple matter to pick an investment trust on whose 
judgment you are willing to rely, whose general poli- 
cies are attuned to your own objectives and whose 
past performance establishes confidence in the suc- 
cess of their future operations. 

Admittedly a small investor, often starting from 
scratch and desirous of building up his modest port- 
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TRUST SHARES 


folio periodically from savings, has a distinc 
advantage in utilizing the services of a well 
managed investment company of the open-end! 
type. The low unit values of these shares permits) 
utilization of small sums that might otherwis: 
be squandered, often including the reinvestment 
of dividends and thus com. 
pounding growth in a desirable 
manner. The packaged invest. 
ments, usually representing a 
distributed share in a hundred 
or more carefully chosen enter. 
prises, offer relative safety of 
principal, a rather modest in. 
come from earnings but often 
swelled by capital gains, and 
long term appreciation in values 
sometimes is a favorable factor, 

Since an investment in open- 
end trust shares can, if desired, 
be quickly liquidated at current 
book values, whether lower or 
above the original purchase 
price, it might be argued that 
they are an ideal investment for anyone. Indeed, 
many large investors of various types, thoroughly 
familiar with the reputation of management, con- 
sider them an excellent medium for special pro- 

grams, presumably on the theory that they might 

do worse if they handled their own portfolios. 

Often overlooked, though, is the fact that in acquir- 

ing “open-end” trust shares not only the current 

book value determines the price but a loading 

- charge of from 6% to 9%, although the latter often 

includes normal brokerage charges and transfer 
taxes. 

For this reason investment company shares of 
this special kind are not quoted on the regular stock 
exchanges, but rather by authorized agents of the 
respective sponsors. The loading charge is well war-| 
ranted because while repurchase of open-end shares| 
is automatic, distribution of an indefinite number’ 
of new shares requires sales efforts and expenses to 
attract new stockholders, quite as much as to at- 
tract policy holders in the insurance business. While 
management fees charged for the pooled funds are 
usually based on income or total asset values, and 
frequently entail no more expense than the indi- 
vidual would incur by using independent investment 
counsel, the initial “load’’ to cover sales costs and 
profit to the vendor is frequently a good deal more 
than if the investor were to buy a list of securities 
on the exchanges. This is worthy of consideration 
if the amount involved in building portfolios is sub- 
stantial. Basically, the open-end trusts were de- 
signed to meet the needs of small investors and 
their recent rapid growth is in no small manner 
attributable to the intensified sales efforts of an 
army of registered representatives. Even many of 
the leading stock exchange firms during recent dull 
months have expanded their earnings potentials by 
pushing the distribution of open-end investment 
company shares. 



































‘Closed End’’ Investment Companies 


Closed-end trusts, like their counterparts, offer 
advantages as to diversification on a broader scale 
than the individual investor could achieve, together 
with professional management. For more than a 
decade past, both groups have functioned under 
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stiff regulations of the Securities Exchange Com- 
mission. Leaders in the field have welcomed this 
Federal control, as it has served to eliminate all of 
the fly-by-night promotional investment trusts that 
flooded the scene in the ebullient 1920s, only to 
cast a cloud over the entire industry when they 
collapsed after the market broke in 1929. But nearly 
40 large closed-end investment companies, formed 
like any corporation with fixed capital and with 
the sole aim of efficient management, now have 
functioned for almost a generation, some establish- 
ing quite a satisfactory record. Shares in this group 
are listed on the stock exchanges or traded over the 
counter, their price determined by supply-demand 
factors as well as by assets values, and can be 
bought simply on payment of ordinary brokerage 
commissions and transfer charges. 


Now Selling At Discount from Net Asset Values 


Some 20 years ago when enthusiasm over invest- 
ment company shares ran high on the theory that 
professional skill in judging markets and security 
values might produce some spectacular results, 
many shares in this division often sold well above 
their net asset values. But the fallacy of this idea 
was well demonstrated by 1932 when the asset 
values of practically all the investment trusts 
plunged dismally. It was ‘shown very clearly that 
even expert investment decisions are subject to 
human error. Quotations for shares of this type 
ever since have been at a discount from actual net 
asset values, sometimes amounting to as much as 
30%. Considering the high quality of portfolios and 
their marked liquidity in most instances, this 
anomaly may seem strange, but it attests to major 
emphasis on future potentials rather than past 
records or the present status of portfolios. In a 
very few cases presently, prices of closed-end in- 
vestment company shares are not far below net 
asset values, but more frequently the disparity is 
quite marked. 

Especially accountable for this variation in dis- 
counts is broad variation in objectives and policies 
among the various concerns. Some invest heavily 
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in special situations, counting on long term growth 
at the expense of present income. Others diversify 
their portfolios into as many as 200 issues, mainly 
high grade equities, but with varying proportions 
of cash, bonds and preferred stocks. Experience has 
shown that income received from all these sources 
seldom exceeds 4% and often runs even lower. But 
realized profits during upturns in the stock market 
sometimes substantially supplement income from 
dividends, though necessarily these speculative 
profits cannot be counted on; they vary decidedly 
from year to year. 

Since 1942, a Revenue Act has made it possible 
for “regulated investment companies” to avoid cor- 
porate income taxes on dividends received and real- 
ized profits, provided they distribute at least 90% 
to their shareholders and agree to certain other 
restrictions. Most of the trusts now operate in this 
manner, and in paying (Please turn to page 156) 



































































































































Financial Data on Investment Trust Shares | 

Net Asset Value Per Share -——-1948 Net Per Share— ; oo 
December 31, Total Realized Investment Div. Div. Recent Price Range 

CLOSED END 1948 1947 Earnings Profits Income 1948 Yield Price 1948-49 
Adams Express __ $27.03 $27.82 $1.67) $ 53 $1.14 $1.10 58% $19 -_ 2334-143; 
Atlas Corporation | as 27.18 30.01 2.18 = 14870732 Q “9G 
American General Corporation 2.74 3.06 28 05 23 .65 32.5. 2 ae 3Ye- 156 
American International 17.80 18.70 1.06 36 ___./0 66 55 2 a 15'/9-1056 
Blue Ridge Corporation. 3.56 3.68 32 «<.. 2s © * @oom 
Genera! American Investors 1740 18.18 1.80 1.0674 B31 NYG“ 
Lehman Corporation .... 4657 49.03 348 155 1.93 350 7.6 46 56 -41% 
Niagara Share Corporation “B” 16.20 -— 2. 55 40 40 10 1154- 8l/y 
Tri-Continental Corporation 10.88 loll 05 BCA GOTO 
U. S. & Foreign Securities B : 33.73 23602.) OF, 5 6 81 95 . a ~ 3276-16%4 
OPEN END i ee ae a nae 
Massachusetts Investors Trust... $24.27 $25.35 $1.56 $ .20 $1.36 $1.40 58% $24 28 : 23, 
State Street Investment 42.26 42.70 234 53 18! 2.35 5.1 46 52 -40!/, 
Axe-Houghton Fund ...... 6.98 7.49 48 — so 7.1 7 8Yp- 6% 

Wellington Fund .... 16.28 16.65 89 .33 56 1.00 5.9 17 177-16 
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Shake-Out? 


Probably too many people have 
been hoping for a rally and think- 
ing that the market would break 
out of its recent tight rut on the 
upside. Majority opinion is often 
neatly double-crossed by a decep- 
tive reaction, followed by a good 
rally from moderately lower levels 
after most investors and traders 
have lowered their sights. The 
market is still in the long familiar 
trading range. As long as that re- 
mains so this column will not get 
too bearish on the potentials for 
a fair to good rally at some time 
within the second quarter, 
whether it starts from the vicinity 
of the February low or somewhat 
under it. There will not be good 
business neWs for it to feed on, but 
neither was there in a number of 
past years when there were sea- 
sonal spring -summer rallies of 
some proportions even in clear-cut 
bear markets. 


Metals 


Copper has joined the down- 
ward march of non-ferrous metals 
prices, as had been foreshadowed 
for some time. The stocks are not 
falling out of bed because the mar- 
ket had done its usual good job of 
advance discounting. How low 
copper might fall on a temporary 
basis is unpredictable, for the 
market is volatile at times. But 
there is little doubt that a “nor- 
mal” postwar price must be well 
over prewar; perhaps around 16- 
18 cents a pound, at which low- 
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cost producers would make out 
quite nicely. It may very well be 
that these stocks can be bought 
somewhat more cheaply before the 
economic readjustment runs its 
course. But they are moderately 
priced on probable 1949 earnings 
and dividends, and probable long 
term earnings and dividends. If 
you have investment holdings in 
them, sit tight. 


Scramble 


In every line of business where 
inventories can be a major head- 
ache, there is a scramble to get out 
from under. This is partially re- 
flected in the sharp and continuing 
decline in banks’ commercial 
loans. But where sales are declin- 
ing, working off inventories is 
easier said than done; and in the 
case of manufacturers it involves 
prompt cut-backs in production. 
In these instances profits suffer 
more from curtailed sales than 





from price-cutting on existing in- 
ventories. The biggest inventory 
problems today exist throughout 
most of the field of consumers’ 
durable goods because such items 
are now very “sticky.’”’ Household 
appliance business is in a real 
slump — not a “recession.” 


Utilities 


Electric utilities have been the 
most popular group in the stock 
market for a great many weeks, 
and recently got up to the best 
level in about a year. By way of 
technical correction, the group is 
probably due to flatten out or react 
at least a little, so there is no need 
for haste in new buying. Some of 
the more prominent, seasoned 
issues are down to a yield basis not 
much over 5%, which is not out- 
standingly attractive in compari- 
son with yields of 6% to 8% which 
can be had in the case of any num- 
ber of industrials, including even 

















INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Abbott Laboratories .......................cseceeceeee 
RUA RMINEHIRIOIA ss 5coscsccapctecnbcvaccessdeuceveaveostesees 
NIN 955255 esos utip sentsoceacteakbsncesoses 
PS RN isi vcdesieaedas icine iiauvcinidvesesnateces 
PURINE INDE os sccscdcesascccunecheinsaensecencdebacecs 
Ried MURINE cncud'ssewccenscesnvsstocsesessssssascenese 
International Business Mach..................... 
Jones & Laughlin Steel....................0..000. 
GUE TIED onsen ic esdcdecesscsdecrsscdcdectinees 
Youngstown Sheet & Tube........................ 


1949 1948 
Mar. 31 quar. $1.02 $ .91 
Mar. 31 quar. -66 -50 
Mar. 31 quar. 1.82 -88 
Mar. 31 quar. 2.15 1.45 
Mar. 31 quar. 1.04 79 
Mar. 31 quar. 1.47 -86 
Mar. 31 quar. 2.97 2.67 
Mar. 31 quar. 3.84 1.93 
Mar. 31 quar. 2.62 1.12 
Mar. 31 quar. 7.18 4.73 
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some stable - income situations. 
However, as good a utility issue as 
Ohio Edison is still priced on 
nearly a 6.5% yield basis, Indian- 
apolis Power & Light at better 
than 6.25%, Dayton Power & 
Light at just over 6%. 


Low-Priced 


There are some low-priced utili- 
ties, offering a good income re- 
turn, which have long term 
promise and which are good 
enough to rank as defensive issues 
in an uncertain stock market. Cer- 
tainly their earning power will not 
be hurt by a relatively moderate 
general business recession. They 
include South Carolina Electric & 
Gas, selling around 8 and yielding 
over 7.5%; Northern States 
Power, selling around 10 and 
yielding 7%; and Central & 
South West Corp., priced around 
1214 to yield over 6.5%. This col- 
umn likes the latter stock espe- 
cially as a speculative investment 
because of the growth prospects of 
the company’s southwest terri- 
tory, including portions of Texas. 
The 80-cent dividend might well 
be boosted to $1 within no very ex- 
tended period. 


Continental 


Selling around 57, yielding 7% 
on the indicated and well-covered 
$4 dividend rate, Continental Oil 
strikes this column as a good value 
for investors who are willing to 
sit with it, without undue concern 
over interim market fluctuations 
which figure to be fairly moderate. 
The company is fully integrated, 
but crude oil output exceeds re- 
finery runs by some 20%, which 
is an uncommonly strong situa- 
tion. Accounting policy of charg- 
ing intangible development costs 
to current income is ultra-con- 
servative, making for under-state- 
ment of earning power. Even so, 
stated earnings were $11.24 a 
share last year. Despite lower 
prices for some items, but with 
crude oil and gasoline prices still 
holding firm, this column would 
expect earnings in the vicinity of 
$9 this year. There is no way that 
consumption of gasoline and heat- 
ing oils can go except up; and peri- 
ods of price softness in the indus- 
try will be relatively short-lived, 
due to proration-control of crude 
oil output and the flexibility of 
modern refining operations. Over 
the last decade, gross operating 
Income of Continental has _ in- 
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creased over four-fold, much of 
this reflecting physical expansion 
rather than price factors. There 
are many good long-pull values in 
today’s highly selective stock 
market. This equity is one of them. 


Yields 


Figured in terms of average 
dividend yields, the stock market 
is in historically low territory. 
Figured on an absolute price 
basis, it is not. The former should 
be the more pertinent considera- 
tion if real investment factors 
mean anything. The ratio of stock 
prices to dividends is much nearer 
that of major bear-market lows 
than that of bull-market highs of 
the last 20 years or so. This is a 
cushioning influence, although 
some allowance has to be made for 
the fact that the comparison is 
that of a boom-time level of divi- 
dends with a depression dividend 
basis at peacetime bear-market 
lows. Regular dividend rates 
should stand up well through this 
economic readjustment, at least on 
an average. But a substantial por- 
tion of annual total dividends is 
now represented by year-end sup- 
plemental or “extra” payments, 
and these will be subject to con- 
siderable shrinkage if manage- 
ments are feeling quite cautious 
in November-December. Prospec- 
tive yields have to be appraised 
with care, on an individual basis. 


Groups 


Groups showing strength, or 
holding up relatively well in recent 
market action, include beer brew- 
ing stocks, cement, chemicals, con- 
fectionery, metal containers, 
drugs, finance companies, dairy 
stocks, baking stocks, gold mining, 
oil, food chains, shipbuilding, mo- 
tion pictures, natural gas and elec- 


tric utilities. Groups not acting 
well include farm machinery, 
automobiles and auto parts, build- 
ing materials other than cement, 
household equipment and floor 
coverings, metal mining and 
smelting, soaps and vegetable oils, 
steel, sugar and textiles. 


Autos 


Weare rapidly nearing the peak 
in over-all demand for automo- 
biles, with production of the 
more popular makes in high gear 
as sheet steel supplies get more 
and more plentiful. Quarterly 
earnings of most companies will 
be excellent at least into the third 
quarter. They probably will be 
very good for the full year for 
such companies as General Mo- 
tors, Chrysler and Studebaker — 
but that will mean little to the 
stock market for it looks ahead. 
It makes more sense to speculate 
or invest in industries which 
either have already taken their 
bumps or are immune to any seri- 
ous bump, than in those which are 
booming now but surely have a 
bump ahead. That is so of the auto- 
mobile and auto parts business. 
This column cannot enthuse about 
any stock in this field under pres- 
ent conditions. 


Late 


tetail trade stocks are far down 
from 1946 highs and moderately 
priced on probable lower 1949 
earnings. It is late to be bearish 
on them. Dividends of the leading 
issues are well-covered. For in- 
stance, the $2 rate of the well- 
managed Federated Department 
Stores, currently yielding over 
7.8%, probably will be about twice 
earned this year. This stock is cer- 
tainly nearer a buying zone, if not 
already in it, than a selling zone. 








Milled) Milleicei.s5cccceicx 
Beech-Nut Packing ........ 
Colgate-Palmolive-Peet ... 
Cooper-Bessemer Corp. ...... 

q Continental Can ........... : 
Florence Stove .......................... 








DECLINES SHOWN IN RECENT EARNINGS REPORTS 


WRC OG opis 5 «Sy cacao av Ses wens ndicduceavesencnses 
CL, LO See apo es RR ee ear : 
Phillips Petroleum ................. ee peer eee : 
Thatcher Glass Mfg........................0..00...... 


1949 1948 
12 mos. Mar. 31 $2.98 $3.70 
Mar. 31 quar. -63 .89 
Mar. 31 quar. 1.71 1.85 
Mar. 31 quar. -92 2.35 
12 mos. Mar, 31 3.94 4.29 
Mar. 31 quar. def. .10 1.57 
Mar. 31 quar. 1.09 1.27 
Mar. 31 quar. -28 1.19 
Mar. 31 quar. 2.10 3.00 
12 mos. Mar. 31 -06 57 






































The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Pullman Incorporated 


“TI will be interested in receiving in- 
formation as to book value, financial 
position and net income of Pullman, 
Ine.” C.A., Lancaster, N.Y. 

Pullman Incorporated earned 
$8,152,082 in 1948, compared with 
$6,329,569 in 1947. Last year’s net 
was equal to $3.18 per share of 
capital stock outstanding at year- 
end. This compares with $2.38 per 
share in 1947 on the 96,700 larger 
number of shares outstanding at 
the end of that year. 

The rising trend of labor and 
material costs not only prevented 
restoration of normal profit mar- 
gins on increased sales volume in 
1948, but actually decreased the 
percentage return on sales from 
3.2 cents per dollar in 1947 to 2.8 
cents in 1948. 

Nearly half (46%) of the year’s 
net was earned in the fourth quar- 
ter, due to increased gross billings 
of products and services during 
that period, which was stepped-up 
by approximately $15 million over 
the average for the three preced- 
ing quarters. Gross revenues from 
sales of products and services last 
year rose to $285,958,533 from 
$197,536,163 in the previous year. 

Consolidated working capital 
at the close of 1948 was $124,066,- 
934 compared with $129,003,933 
at the 1947 year-end. Cash and 
U. S. Governments amounted to 
$29,878,646, Book Net Worth 
amounted to $53.14 per share at 
the close of 1948 as compared with 
$50.48 at the 1947 year-end. This 
does not include the 1948 year-end 
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Deferred Credit of $6.21 per share 
derived from the sale of the Pull- 
man Company capital stock, nor 
the appropriated reserves of $4.39 
per share. 

Backlog of unfilled orders at 
January 1, 1949 amounted to ap- 
proximately $292 million as com- 
pared with $357,647,181 on the 
year-earlier date. The reduction of 
$65 million reflects both a leveling- 
off in the rate of new orders and 
a rising volume of production. 

Total inventories, including 
work in progress, carried at cost, 
amounted to $80,777,148 at the 
1948 year-end. The Pullman 
Standard subsidiary carried 80% 
of these inventories, which is in 
large part hedged by firm orders 
for railway, freight and passenger 
cars that will be shipped out in 
1949 and 1950 as finished products. 

The volume of products and 
services invoiced by the Pullman 
group as a whole in the first quar- 
ter of 1949 have been at the high- 
est rate recorded in peacetime by 
the present group of companies. 
However, this cannot be made the 
basis of assumption of such con- 
tinued high levels in the volume of 
invoicing throughout the year, 
which will be dependent not only 
on addition of some new freight 
car orders for second half produc- 
tion but also upon continued firm- 
ness in the present backlog of 
orders. 

Dividends last year totalled 
$2.00 per share and the stock is 
“+o gue on a 50 cent quarterly 

asis. 


Stockholders at annual meeting 
May 17, 1949, will vote on proposal 
recommended by the board to re- 
duce amount of company’s capital 
represented by no-par stock to not 
less than $80,000,000 by purchase, 
in the discretion of directors at 
any time prior to May 16, 1950, 
of stock for retirement, either by 
acceptance of tenders or acquisi- 
tion in open market, at prices not 
exceeding a maximum to be fixed 
by stockholders, and by charging 
against capital an amount not ex- 
ceeding stated value of $40 a share 
in respect of each shares so pur- 
chased for retirement. 


Electric Auto Lite Company 


“T own outright 190 shares of Electric 
Auto Lite. The stock has been weak in 
the market recently and I would greatly 
appreciate your opinion as to whether it 
is wise to continue holding for return of 
better market conditions and for the 
dividend if you consider the current rate 
safe.” 


Net sales of Electric Auto Lite 
Company for 1948 amounted to 
$210,070,435, compared with 
$185,991,022 in 1947. 

Net profit last year amounted to 
$12,196,493, equal to $8.16 per 
common share, compared with 
1947 net profit of $10,714,987 or 
$7.17 per share. 

Consolidated balance sheet as of 
December 31, 1948 showed total 
current assets of $73,887,621 and 
total current liabilities of $27,- 
737,112 leaving net current assets 
of $46,150,509. Dividends in 1948 
amounted to $3.00 per share and 
75 cents was paid in the first quar- 
ter of the current year. 

While earnings are expected to 
be somewhat lower this year, the 
current quarterly rate appears 
safe and as income yield is excel- 
lent, we recommend retention. 

Company is a leading manufac- 
turer of lighting, starting and ig- 
nition equipment for motor vehi- 
cles and also boats; also produces 
bumpers, windshield wipers, stor- 
age batteries, instrument panels, 


lamps, spark plugs and other ac-} 


cessories. 
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Expenditures for plant expan- 


' sion and improvements since the 


close of the war amounted to 
$43,156,820 to December 31, 1948. 
The stock fluctuates in a rela- 
tively wide price range over the 
years and therefore must be re- 
garded as cyclical in nature. 


Charles Pfizer & Company 


“As a subscriber, I would be greatly 
appreciative if you would give me a 
resumé of Charles Pfizer & Company. I 
am interested in dividend prospects over 
the current year, estimated effects of 
new biologics on their future, penicillin 
sales and whether you consider one who 
is retired and interested only in wncome, 
should hold this security.” 

A.K., Washington, D.C. 

Consolidated net sales of Charles 
Pfizer & Company, Incorporated 
for 1948 were $47,759,263, the 
largest in the company’s history, 
compared with $39,215,281 for 
1947, an increase of $8,543,982. 
This substantial increase in sales 
was not reflected proportionately 
in net profit due principally to de- 
clining sales prices. 

Consolidated net income for 
1948 was $9,587,060, after deduct- 
ing dividend on the 314% cumula- 
tive preferred stock, this was 
equivalent to $6.35 per share of 
common stock outstanding, com- 
pared with $9,346,266, or $6.27 
per share of common stock for the 
year 1947. Regular and extra divi- 
dends aggregating $2.75 per 
share, or $4,070,137 were paid 
during 1948 on the outstanding 
common stock. The balance of 
earnings for the year were added 
to working capital to finance the 
larger inventories, accounts re- 
ceivable and payrolls resulting 
from expanded operations now 
carried on at four plant locations, 
and to provide funds for further 
development of new products and 
facilities for their manufacture. 

Working capital as of December 
31, 1948 was $20,283,603, com- 
pared with $18,145,403 the previ- 
ous year, an increase of $2,138,- 
200. This is considered adequate 
for current operations and for 
contemplated plant additions. 

Company is the largest producer 
of penicillin and citric acid in the 
country. A wide line of other fine 
chemicals and medicinals is also 
produced. The pharmaceutical, 
food and beverage industries are 
the principal customers, with 
anti-biotics and citric acid as the 
most important products. 

Company’s growth has been re- 
markable, with steady gains in 
both sales and earnings in recent 
years. 
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Current 50 cent quarterly divi- 
dend rate may be supplemented by 
a year-end extra as was paid last 
year. As current earnings are 
good and the company is develop- 
ing new products that offer good 
long term promise, we recommend 
retention. 


Interchemical Corporation 

“In response to your invitation to sub- 
scribers, will you please send me perti- 
nent information concerning Interchemi- 
cal Corporation?” 

A.B., New Haven, Conn. 

Interchemical Corporation is 
one of the largest domestic pro- 
ducers of printing ink, supplying 
about half of all inks used by the 
newspapers of the country. How- 
ever, printing of periodicals and 
labeling and packaging of con- 
sumer goods, provide the most 
important outlets for this product. 
Other lines include industrial 
finishes, paints, textile colors, 
carbon paper and typewriter rib- 
bons, wall coverings, pharma- 
ceuticals and nutritional chemical 
products. 

Sales volume in 1948 amounted 
to $77,433,940 and this compares 
with sales of $71,663,158 in 1947. 

After the regular dividends on 
the preferred shares, the balance 
of corporation’s profit for 1948 
was equal to $2.78 per common 
share, as compared with $4.15 in 
1947. Dividends of $1.20 per share 
were paid on the common stock 
last year, and in 1947, total divi- 
dend payments on said shares were 
$1.50 per share, including an addi- 
tional dividend of 50 cents in De- 
cember 1947. 

Amount of earnings reinvested 
in the business during the year 
was $1,044,356, and is reflected in 
an increase in the book value of 
the common stock from $24.47 
per share at the beginning of the 
year to $25.93 at the end of 1948. 

Despite the largest volume of 
business in the corporation’s his- 
tory, net profits last year were 
lower due to higher costs. 

At the close of 1948, working 
capital of the company — a total 
of its cash, Government securities, 
accounts receivable and inven- 
tories, after deducting current 
liabilities — amounted to $20,200,- 
709, as compared with $16,733,357 
at the beginning of the year. Total 
expenditures for additional plant 
and equipment amounted to about 
$2,500,000 in 1948. 


American Can Company 


“I am not especially interested in 
making more money but am interested 
in keeping what I have in good securi- 
ties and steady income. There is no one 





to advise me but yourselves. 

“Would appreciate information on 
American Can Company.” 

B.E., San Diego, California 

Aided by new production facili- 
ties completed since the war, im- 
proved supplies of paper and 
slightly greater receipts of steel, 
American Can Company’s sales 
increased to $409,511,398 in 1948, 
a 21% gain over 1947 sales of 
$338,163,242. 

The sales figure reflects greater 
physical production and price ad- 
justments made at the start of the 
year, to cover higher tinplate costs 
and labor costs. 

With greater volume against 
which to spread other increased 
costs, the company was able to 
maintain its rate of profit on sales 
at 6.6% for 1948 so that after in- 
come taxes of $16,975,000, earn- 
ings amounted to $26,910,269, or 
$9.71 a share of common after de- 
duction for preferred dividends 
and before reserves, against the 
1947 net of $21,836,624, equiva- 
lent to $7.66 a share. After further 
deduction of $4 million as a special 
provision for protection against 
possible inventory price declines, 
net earnings remaining were 
equivalent to $8.09 per share of 
common, compared with $6.65 per 
share after augmenting reserves 
by $2,500,000 in 1947. 

During 1948 a special dividend 
of $1.00 brought the year’s divi- 
dend rate to the $4.00 level paid 
for some years prior to a reduc- 
tion in 1942. 

A part of what appears to be 
earnings in the 1948 report was 
due to inventory profits. $29,398,- 
347 was expended for plants and 
equipment in 1948, and this ex- 
penditure was accomplished with 
a net reduction in working capital 
of $3,551,303. According to the 
balance sheet, current assets at the 
end of the year were $112,189,210, 
exceeding current liabilities by 
$59,012,832. In the last three 
years, capital expenditures have 
averaged $25,900,000 annually. 
Minimum requirements will call 
for more plant area and equipment 
in 1949. 

Some container users are now 
turning away from substitute 
packaging enforced by the war 
and are embracing, in constantly 
expanding markets, American Can 
Company’s developments in many 
packaging fields, such as cans for 
beer and motor oil, vacuum- 
packed coffee and the fibre milk 
container, etc. Thus, the outlook 
for the company in the current 
year appears favorable. 
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Whats head por Rusiness 2 


By E. K. A. 


Recent acceleration of the business decline is finding in- 
creasing reflection in official indices which customarily lag 
somewhat behind actual events. Industrial production dropped 
s in March for the fourth con- 
— secutive month and the 
| BUSINESS ACTIVITY|| | downswing is continuing, ac- 


PER CAPITA BASIS cording to the Federal Re- 
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MW. S. INDEX serve Board, whose season- 
ally adjusted industrial pro- 
209 — duction index for that month 
fell to 184% of the 1935-39 
7 average compared with 
190 — with 189%, in February and 
191% in March 1948. The 
al postwar peak was 195%, in 
October and November last 

160 — year. 


The two-week work stop- 
page in coal mines was a 
major factor in the drop but 
the Board adds that a fur- 
ther decline appears to be 
taking place in April even 
though coal output has come 
back, an indication that 
manufacturing output has 
been falling sharply in that 
month, 

The March figure brings 
the decline to date to eleven 
points or about 6%. Two 
comparable slumps in pro- 
duction have talon dies 
since the war. One starting 
near the end of 1945 lasted 
about four months and car- 
ried the Board’s production 
index down about thirteen 
points. Another decline, also 
of about four months’ dura- 
tion, began in March 1947 
and pushed the index down 
fourteen points. The present 
drop appears to be lasting 
longer but so far has not 
been quite so sharp. Natu- 
rally we don’t know at this 
nega how far it will carry 

ut few expect an extreme 
drop of more than 10% 
which would be close to 
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twenty points in the index and drastic enough. Indication of a 
further downtrend in April, borne out by current developments, 
is contrary to earlier official predictions that April would see 
another upswing in wages, prices, and production. It merely 
confirms what we already know, that the expected seasonal 
pick-up in business is late in coming. 

A break-down of the production index is of interest. Increases 
occurred mainly in iron and steel, non-ferrous metals, lumber, 
manufactured food products and gasoline. Decreases, con- 
stituting the majority, were prominent in machinery, textiles, 
paper, crude oll, chemicals and rubber products, with coal 
naturally leading because of the mine shut-down. The index of 
total manufactures declined three points as did the sub-index 
of durable goods, while that for non-durables dropped five 
points reflecting the reduction in such “soft” fields as textiles, 
paper and chemicals. Rayon output and deliveries to textile 
mills were sharply curtailed in March, and trade reports indi- 
cate that they have been reduced considerably further since 
then. Activity in woolen and worsted industry also declined 
substantially. 





Further Deflation of Business Loans 


To judge by the unabated downtrend in business borrow- 
ings, recessionary trends are still prevailing at this date. Busi- 
ness loans by member banks in 94 leading cities dropped an- 
other $243 million during the week ended April 20, marking 
the fourteenth consecutive weekly decline and the second 
largest on record with the chief factor another sharp fall in the 
New York district. Member bank loans are now down $1.3 
billion from their December 22 peak of $15.6 billion and the 
total currently outstanding is just $2 million above this time 
last year. The reason: Continued working off of inventories, 
hesitancy in adding to them and the desire to pay off loans 
as cash accumulates. A far cry from the credit strain that ac- 
companied former recessive periods. The situation has already 
reached the point where banks in competing for loans are 
paring interest rates. There is no shortage of credit, but unwill- 
ingness to use available credit, due to business uncertainties. 

The Commerce Department expects spending for plants 
among small business this year to drop 8%, under 1948 but 
looks to a 3% rise in the spending of large firms. Whether the 
latter will materialize appears open to question. The former is 
readily understandable. As the Department explains, small 
business men feel they are faced with a touch-and-go market 
in which profit margins are uncertain. Hence the desire to 
“play it safe” and spend no more money than necessary. In 
our view, big business might feel similarly inclined. We are 
not so sure that their capital outlays — in the aggregate — 
this year will show an increase but it is quite likely that any 
drop will be offset by stepped-up Government spending. 
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The Business Analyst 





MONEY AND CREDIT — Common stocks broke out of their 
narrow trading range during the fortnight ended April 23, 
staging an average decline of nearly 3%, to the lowest level 
since March 5. Some progress was made in correcting the un- 
balanced supply-demand situation between speculative and 
better grade equities; but the 100 low-priced stocks were still 
up 1.4% this year in contrast with an average decline of 3.6%, 
for the 100 high-priced stocks. High grade corporate bonds 
and preferred stocks have been sagging a bit during the past 
month or so, as have U. S. Government bonds; but foreign 
government dollar bonds, led by the Greek external issues, rose 
last week to the best average level in over a year. Money is 
beginning to return to the banks, following heavy withdrawals 
tor federal income tax payments; but demand deposits are still 
around $1 billion smaller than a year ago. Business loans dur- 
ing the past month, reflecting liquidation of inventories, have 
shown the sharpest contraction for any similar interval on rec- 
ord; yet the total outstanding with weekly reporting banks is 
still about $100 million larger than a year ago. Banks have 
been making large purchases of Government securities to help 
offset shrinking loans; but total earning assets are still about 
$1.65 billion below a year ago. The F. R. B. has again eased 
consumer credit regulations, and might even reduce reserve 
requirements before long to forestall unwelcome legislation by 
Congress. Life insurance sales in March were 18°/, ahead of 
last year, against a rise of only 6% for three months. Senator 
Byrd sees a budget deficit of up to $11 billion for fiscal 1951, 
unless the Government pares expenditures. Should deficit 
financing again be adopted in peace-time, he doubts that the 
budget will ever again be in al Washington officials 
look for a general overhauling of European currencies before 
1952, when E. C. A. help is scheduled to end, with some inter- 


‘ mediate action probable this year. Some countries may de- 


value in a matter of months. 


TRADE—March retail store sales were 2.4%, above last year, 
with durable goods up 3%, while nondurables slipped 5%. 
Department store sales in each of the three pre-Easter weeks 
rebounded to 7% above a year ago, reducing to 3%, the 
cumulative decline for the year to date. Sales dropped again, 
however, in the first post-Easter week ended April 23. 


INDUSTRY—Business activity was a shade higher in week 
ended April 16. Personal incomes in February were about 4°%/, 
above last year, though off 1°, from January on a seasonally 
adjusted basis. Most of the shrinkage resulted from smaller 
farm income caused by lower commodity prices. Construction 
activity still above last year. Manufacturers’ orders for durable 
goods in February 5% below last year—same decline as re- 
ported for January. Petroleum industry policy is to cut produc- 
tion, with only token reductions in prices for finished products. 


COMMODITIES—Farm products rise a little, thereby halting 
the decline in living costs; but metal prices are still sliding. 
Secretary Brannan recants on proposal to discourage efficient 
production on large mechanized farms. 


©. 
U 





There are a few scattered, though not yet conclusive, indi- 
cations that the somewhat belated Spring Recovery in busi- 
ness may have started. Government statistics report a small 
decline in unemployment. Department store sales picked up 


sharply, according to schedule, in the three pre-Easter weeks. 
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Bank deposits are again expanding. 
“" * 


After declining to a new low for the year, nearly 5°% below 
its all-time high touched more than three months previously, 
this publication's index of Business Activity recovered a bit 
during the week ended April 16; but again dropped fraction- 
ally after a fortnight that ead slight gains. Last year around 
this time, following settlement of the coal miners’ strike, a sharp 
upturn set in. Unless business can at least duplicate that show- 
ing this year, there will be progressive videeiie during the 
coming weeks in the margin of decline below last year. 

* * * 

Public Construction is the mainstay of building activity 
thus far this year. Contracts awarded during the first quarter, 
in 37 states east of the Rockies, called for total expenditures 
of 9% less than contemplated in the like period last year; yet 
public awards were 11% larger. Private residential contracts 
were down 28%. Actual expenditures on new construction in 
March were 2%, above last year with public building up 39%. 
Home building starts in March embraced 19% fewer units 
than in the like month last year, compared with a decline of 
only 12% for three months, Publicly financed housing starts, 
however, about a third of the total, were more than four times 
as numerous as for the first quarter last year. 

* * * 
Machine Tool shipments in March were 10%, under the 
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Latest Previous Pre- 
Wk.or Wkor Year Pearl~ PRESENT POSITION AND OUTLOOK 
Date Month Month Ago arbor 
MILITARY EXPENDITURES—$b (e) | Mar. 124 16155 (Continued from page 149) 
id-1940_._.. | Mar. 379.5 378.3 366.0 13.8 |, i ‘ 
—— en . like month last year; but improvement will 
FEDERAL GROSS DEBT—$b Apr. 20 251.4 251.4 252.2 ~—«-5.2_| set in before long, since new orders booked 
during March were up 12% from last year. 
MONEY SUPPLY—$b ‘ ‘ ‘ 
Demand Deposits—94 Centers... | Apr. 13 45.2 44.8 46.2 26.1 ‘ 
Currency in Circulation_____ Apr. 20 27.4 27.5 27.7 10.7 New Orders booked by manufacturers 
° during February were 8%, below last year. 
eee ee The decline was paced by non-durable 
New York City—$b...._____-_---_ | Apr. 13 8.43 8.48 8.48 4.26 b “ 
C $b paige 1237 1244 «12.28 740 | 900ds, for which orders dropped 11%; but 
93 Other Centers—$bnnnnnnneneene pr. . . . , durables were off only 5%, same as for 
PERSONAL INCOMES—$b (cd3) Feb. 219.2 221.8 2084 102 January (revised). In recent months, prelimi- 
ia aie AA snsen _ | Feb. 139.4 140.7 1308 66 nary estimates of new orders released by 
Proprietors’ Incomes Feb. 49.6 51.4 49.6 23 the Commerce Department have been more 
i aE ee _ | Feb. a oa favorable than the revised figures reported 
eile ccnimnennnceteon | tals 115 Th 11.4 3 later. This is probably due to delays en- 
(INCOME FROM AGRICULTURE) Feb. 24.4 26.1 24.1 10 countered in collecting information from 
smaller marginal producers who are always 
CIVILIAN EMPLOYMENT—m (cb) Mar. 57.6 57.2 57.3 51.8 | first to suffer the effects of an oversupplied 
Agricultural Employment (cb)... | Mar. 7.4 7.0 6.8 8.8 | market. In view of the importance of new 
Employees, Manufacturing (Ib)... Feb. 15.7 15.9 16.2 13.8 orders as an aid to business forecasting, it 
Employees, Government (Ib)... | Feb. 5.8 5.8 5.5 4.6 | is unfortunate that more accurate figures 
UNEMPLOYMENT—m (cb) Mar. 3.1 3.2 2.4 3.8 | can not be made available sooner. 
FACTORY EMPLOYMENT (1b4) Feb. 153 154 159 147 * * * 

Feb. 178 181 186 175 f ? 
on entire “7 4 rae ; 123 Total Income Receipts of U. S. inhabi- 
I I et | : : st tants during February were at an annual 

LS (1b4 Jan. 363 378 359 198 "ek ; 
ein nll ete a rate of $10 billion or 4°% above the like 
FACTORY HOURS & WAGES (1b) month of last year, and only $2.5 billion, or 

Weekly Hours _...________ | Feb. 39.4 394 40.2 40.3 | 1.1%, smaller than in January. Most of the 
Hourly Wage (cents)... . | Feb. 137.7, 138.1 128.7 78.1 | February decline was in farm income conse- 
Weekly Wage ($)--------------_ | Feb. 54.25 5441 51.75 32.79 | quent upon lower commodity prices. 
PRICES—Wholesale (1b2) Apr. 19 156.9 157.6 164.8 92.5 . 1d 
Retail (cdlb} Feb. 189.2 191.5 189.0 116.2 Since our last issue, zinc has been re- 
COST OF LIVING (1b3) Feb. 169.0 170.9 1675 110.2 | duced further to 13 cents, 4 custom 
Food Feb. 199.7 204.8 204.7 113,) | smelters have slashed copper 3!/, cents to 
: 20 cents, from the former post-war high of 
Clothing Feb. 195.1 196.5 195.1 113.8 oe 
231/, cents; but lead has stabilized, for the 
Rsk Feb. 1199 119.7 116.0 1078 | 4 , 2d, fo! 
time being at least, at 15 cents. It is claimed | 
RETAIL TRADE—$b in the trade that, even at 15 cents, lead is 
Retail Store Sales (cd) Mar. 10.47 8.95 ~=—:'10.73 ~— 4.72 | still too high to compete successfully with 
Durable Goods _____._ | Mar. 3.06 2.47 2.95 1.14 | substitutes in the production of paint pig- 
Non-Durable Goods ______. | Mar. 7.40 648 7.78 3.58 | ment; but storage _—— makers predict 
Dep't Store Sales (mrb)___._ | Mar. 0.75 0.59 0.84 0.49 | that replacement sales will begin to = up 
Retail Sales Credit, End Mo. (rb2).. | Feb. 7.00 = 7.43 5.90 5.46 |in July. The 13-cents price for zinc has al- 

ready shut down 13 marginal mines and 9 

MANUFACTURERS mills in the Tri-State area, and any further 
New Orders (cd2)—Total......._._ | Feb. 230 231 251 181 decline would force others to suspend oper- 
Durable Goods ...______.__. | Feb. 274 277 287 221 ations. Up to present writing, major pro- 
Non-Durable Goods | Feb. 204 203 230 157 ducers of copper have not followed the lead 
Shipments (cd2)—Total | Feb. 332 326 331 187 even of their own custom smelters in reduc- 
Durable rn aS Feb. 384 371 360 227 ing the price. They see little to be gained 
Nok Duraite Goods ————__— - | Feb. 302 301 314 158 by cutting the price until it becomes evident 
BUSINESS INVENTORIES, End Mo. that some business will result. In the present 
Total—$b (cd) Feb. 546 54.1 50.3 28.6 __| Situation, custom smelters can obtain all the 
Manvfacturers’ Feb. 32.0 32.1 28.8 16.4 | metal they need from imports and the scrap 
Wholesalers’ Feb. 8.6 8.5 19 4 | Mmarket. During the first three weeks of 
Retailers’ a 14.0 13.5 13.6 3.1 | April, primary producers sold only a thou- 
Dept. Store Stocks (mrb)..._--- | Feb. 2.1 2.0 22 1.4 | Sand tons, compared with a normal weekly 
demand for 20,000 tons. Of course this does 
BUSINESS ACTIVITY—1—pc Apr. 16 160.0 159.8 163.6 141.8 | not augur well for copper mining profits 

(M. W. S.)—l—np Apr. 16 183.4 183.2 183.8 146.5 |! during the industrial buyers’ strike. 
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= and Trends 




















K Latest Previous Pre- 

Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
meal Date Month Month Ago Harbor 
will INDUSTRIAL PROD.—1—np (rb) Feb. 189 191 194 174 ¥ * * 

Mining Feb. 149 151 155 133 Fortunately, indications are beginning to 
ed Durable Goods Mfr... | Feb. 226 © 227,-S's«228-—Ss«é220 SA i on i, ne 
| appear here and there that the industria 
ar. Non-Durable Goods Mft...........--- Feb. 173 174 180 151 

Buyers’ Strike which followed the slump 
CARLOADINGS—t—Total Apr. 16 766 758 785 833 in farm products prices may be petering out. 

Manufactures & Miscellaneous Sonne Apr. 16 346 341 377 379 Farm products prices have been edging 
nig Mdse. L. C. L Apr. 16 9% %6 109 156 upward irregularly for over a month and, 
ble pe aye 6 bes S sia had after a moderate time lag, these have often 





but ELEC. POWER Output (Kw.H.)m Apr. 16 5,343 5,360 5,033 3,267 in the past been pace-setters for industrial 
prices. It would be illogical, however, to 























- yy tee or wns Pog igl nen pal : iy : = Pi Pig look for another upturn in the inflation spiral. 

b Stocks, End Mo mane 68.8 67.8 48.6 «61.8. | About the most that can be expected is 
Y . stabilization for a while at a moderately 

ore PEYROLEUM— (bbls.) m lower level. 

ted Crude Output, Daily. | Apr. 16 4.9 4.9 5.4 4.1 

en- Gasoline Stocks Apr. 16 126 128 Ht 86 * * * 

“om Fuel Oil Stocks Apr. 16 60 59 49 94 

ays Heating Oil Stocks... Apr. 16 49 49 34 55 = 

ied sia tcach inex sas meee = _ pe oe Present conditions suggest that demands 

wie Seadin thy (bd. fe) -. — a 4 a A for further wage increases will meet with 

5, it earnest . . : . : stiff employer resistance, which could lead 

sees STEEL INGOT PROD. (st.) m Mar. 8.39 7.49 7.61 6.96 | to prolonged Strikes this summer in such 

Cumulative from Jan. I... | Mar. 24.1 15.7 22.0 74.7 key industries as Coal, Steel and Automo- 





biles, particularly if the Administration has 


ENGINEERIN ONSTRUCTI ° ° P 
ote meee its way in emasculating the Taft-Hartley 






















































































AWARDS—$m (en) Apr. 21 107 158 137 94 z 
abi- Cumulative from Jam. boon | Apr. 21 2,316 2,209 1,898 5,692 Act. Extensive shut-downs would, however, 
; build up backlogs of deferred demand and 
— MISCELLANEOUS thus serve to postpone any real recession 
like Paperboard, New Orders (st)t........... | Apr. i6 145 174 16! 165 . hedhaniie ail dua iies te. Miaka 
1, or U. S. Newsprint Consumption (st)#... | Mar. 464 391 434 352 "wile sy Toa sit d 
the Do., Stocks (mpt), End Month Mar. 688 690 525 523 ne oh tel ee a ee ee 
nse- Hosiery Production (pairs) m............... | Feb. 135 134 161 150 position wit ittle prospect of a Saree 
Footwear Production (pairs) m............... | Feb. 36.9 35.5 40.7 34.8 change either for better or worse in the 
Motor Vehicles, Factory Sales—m..... | Feb. 427 431 383 352 near future. 
b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept., 
) re- seasonally adjusted monthly totals at annual rate, before taxes. cdlb—Commerce Dept. (1935-9—I00), using Labor Bureau and other 
stom Data, e—Estimated. en—Engineering News-Record. I—Seasonally adjusted Index (1935-9—100). |b—Labor Bureau. [!b2—Labor Bureau 
ts to (1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—I100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
h of and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pc— 
ie Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
o THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
with No. of ———— 1949 Indexes ——————- ]_ (Nov. 14, 1936, Cl.—i00) High Low Apr. 16 Apr. 23 
pig- Issues (1925 Close—100) High Low Apr. 16 Apr. 23 100 HIGH PRICED STOCKS... 80.68 74.54 77.08 75.73 
sles 320 COMBINED AVERAGE __. 127.6 115.5 122.0 119.4 100 LOW PRICED STOCKS... 146.36 130.57 141.43 136.87 
-ku 4 Agricultural Implements ...... 200.0 170.2 178.3 170.2b 6 Investment Trusts ...._._ 60.3 53.9 59.6 57.8 
s “t 10 Aircraft (1927 Cl—100) ao PISS 145.1 170.4 165.3 3 Liquor (1927 Cl—100) _.... 688.2 629.3 641.6 629.3b 
ah % 6 Air Lines (1934 Cl—100).. 435.6 366.1 419.9 409.0 10 Machinery = 69 122.9 130.2 127.9 
in 6 Amusement k 75.7 86.8 83.9 3 Mail Order — neice Se 91.8 100.7 98.1 
ther 12 Automobile Accessories ........ 164.1 171.4 168.0 3 Meat Packing ... sees ON 71.7 73.5 71.7d 
>per- 12 Automobiles ...... oe 24.2 25.1 24.6 12 Metals, Miscellaneous 158.1 140.5 142.1 140.54 
pro- 3 Baking (1926 Cl.—100). a ne 18.4 19.0 19.0 4 Paper .. i peckaece cenieaes sO 32.4 33.3 32.4b 
aot 3 Business Machines 237.4 215.1 225.0 215.le 29 Petroleum _ aS, sme 245.7 210.9 238.0 236.8 
ea 2 Bus Lines (1926 Cl—100). 130.1 118.3 130.1 128.0 21 Public Utilities . 1159 102.4 115.9A 112.8 
>duc- 5 Chemicals . 220.8 228.0 222.2 6 Radio (1927 Cl—100)_..._ 26.7 16.8 18.1 16.8b 
sined 3 Goal Mining ID 14.7 15.0 14.9 9 Railroad Equipment... 50.0 42.1 43.9 43.6 
‘dent 4 Con ication 39.4 35.0 38.2 37.2 24 Railroads 23.4 19.5 aeet 20.3 
(3) Construction; SBS 52.3 53.9 53.0 3 Realty 23.9 22.1 23.9 22.6 
esent TV CORGINOIS: cscs ZEAE 263.5 275.0 270.9 3 Shipbuilding 0 «1444 124.9 144.4A 134.3 
Il the 9 Copper &Brass..____.._._=s95.8 = 80.9 = 84.0 ~— 80.9 3 Soft Drinks ____ — 3674 298.2  3674A 353.7 
scrap 2 Dairy Products... 58.2 53.3 56.2A 55.7 14 Steel. & tron... 106.2 93.8 95.3 93.8b 
ks of 5 Department Stores Ae an. SOA 49.5 50.8 49.5d 3 Sugar 48.5 42.0 44.| 43.5 
h 6 Drugs & Toilet Articles. . 154.3 141.6 154.3A 148.0 2 Sulphur 263.4 233.8 248.9 256.9 
thou- 2 Finance Companies ___._. 268.5 246.1 265.5 267.5 5 Textiles 132.5 103.3 106.0 103.3b 
eekly 7 Food Brands... «di 146.0 154.3 152.4 3 Tires & Rubber... meee | 7 28.9 30.6 29.8 
does 2 Food Stores 68.9 58.5 68.3 68.9B 6 Tobacco 73.5 67.1 70.2 70.3 
srofits 3 Furniture —_————_—___— 70.7 59.7 62.6 60.7 2 Vasiety Stores... 324.1 308.3 318.1 317.1 
3 Gold Mining 7333.9 566.3 733.9A 718.7 17 Unclassified (1948 Cl.—100) 105.3 94.0 104.1 103.1 
— New HIGH since: A—1948; B—1947. New LOW since: a—1948; b—i947; d—1945; e—1944, 
REET 
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Trend of Commodities 





Farm products prices were irregularly higher during the fort- 
night ended April 23, along with further price reductions in 
copper, zinc and pig iron. Secretary Brannan has backed away 
from his initial proposal to discourage efficient production on 
large, mechanized farms; but his revolutionary plan to guar- 
antee farmers their near-largest dollar income in history, while 
permitting consumers to benefit from lower food prices, will 
tend to regiment the farmers and necessitate a staggering 
maze of bureaucratic red tape with consequent heavy cost of 
administration. Mr. Brannan opines that the cost to taxpayers 
will be no greater than the present system of price propping. 
Or will it? To set marketing goals months in advance will call 
for crystal gazing abilities not usually possessed by Govern- 
| ment bureaucrats. If they guess wrong, surpluses may some- 
| times go to waste on the farms—ai other times shortages will 





again squeeze the consumer. Moreover, long range weather 
forecasting is not yet an exact science. The forecasters are not 
even sure now about tomorrow's weather. Meanwhile Congress 
has passed the bill authorizing the CCC to construct additional 
storage facilities, except refrigerated cold storage, or storage 
for cotton and tobacco. The CCC is directed to utilize existing 
facilities to the ‘maximum extent practicable.” This year’s huge 
wheat surplus may be only a little less than a year's supply. 
In moving this year’s crop to market the box-car shortage may 
exceed that of 1948. It will take an estimated 100 freight trains 
of 100 cars each just to clear what is left of the 1948 crop out 
of Kansas storage terminals and elevators alone, and the job 
will have to be done within the next two months. There are 
a million bushels of old wheat still in terminals and on 
arms. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo. 6Mo. I Yr. Dec.6 
Apr.25 Ago Ago Ago Ago Ago 1941 
244.7 248.8 258.2 285.6 305.1 316.7 156.9 
250.5 251.0 251.4 266.2 278.3 269.8 157.3 
241.0 247.4 262.7 298.9 323.8 351.4 156.6 


28 Basic Commodities 
11 Imported Commodities 
17 Domestic Commodities... 
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1948 


1949 


Date 2 Wk. | Mo. 3 Mo. 6Mo. | Yr. Dec.6 
Apr.25 Ago Ago Ago Ago Ago 194! 
285.7 289.8 292.4 304.0 323.1 369.0 163) 
279.7 282.7 282.2 306.6 354.9 392.0 169.2 
232.0 240.0 255.2 278.6 275.7 271.1 148.2 


7 Domestic Agriculture . 
12 Foodstuffs 0... 
16 Raw Industrials. 





RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1949 1948 1947 1945 1941 1939 


1938 1937 


High 161.5 162.2 164.0 95.8 85.7 783 658 93.8 
Low . 147.6 149.2 1264 93.6 74.3 61.6 57.5 64.7 
152 





COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1949 1948 1947 1945 1941 1939 1938 1937 
High . . 139.28 168.63 175.65 106.41 84.60 64.67 54.95 82.44 
Low ou. 123.87 139.83 117.14 93.90 55.45 46.59 45.03 52.03 
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Airlines Over the Hump? 





(Continued from page 135) 


tion of unprofitable territory. 
Pooling of equipment is being 
tried as a means of introducing 
additional economies. 

The Reconstruction Finance 
Corporation is believed to be pre- 
pared to lend funds if necessary 
to finance purchases of new equip- 
ment or to assist in any necessary 
reorganizations or mergers. Along 
this line, Northeast Airlines has 
arranged to borrow $1.7 million 
for purchase of four new Convair 
240’s. 

Although the change in official 
Washington policy to one of soli- 
citude for the welfare of the in- 
dustry is reassuring for stock- 
holders of companies which only 
a year or so ago were facing 
financial crises, this development 
may contribute an element of 
weakness to longer term growth. 
In effect, the C.A.B. has virtually 
guaranteed solvency of even the 
most marginal operation. Hence 
smaller and weaker companies 
that were threatened with bank- 
ruptcy or reorganization now ap- 
pear to have been immunized 
against adversity. 


For the best interests of air 
transportation’s growth, perhaps 
some of the less fortunate con- 
cerns might better be consolidated 
with larger and stronger lines so 
as to provide financially sounder 
organizations and more efficient 
management. In such manner con- 
fidence in longer term prospects 
might be enhanced to permit 
eventual financing of growth 
through issuance of capital stock. 
As conditions are today, most 
airlines find it necessary either to 
borrow funds with which to pur- 
chase new equipment or turn to 
governmental agencies for assist- 
ance. For the best interest of the 
industry as well as that of in- 
vestors, capital might better be 
raised through sale of common 
stock alone. 

The weakness of the R.F.C. 
financing program was stressed 
in Eastern Airlines’ 1948 annual 
statement, which pointed to the 
possibility that C.A.B. policies 
might be influenced by a desire 
“to protect funds advanced by a 
government agency.” Eastern was 
the only important carrier that 
was able to show profits from 
operations last year. Even this 
well financed and ably managed 
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concern found it necessary to in- 
crease long term debt to $12 mil- 
lion and to enlarge bank loans to 
$4 million. Net profit last year 
rose to 98 cents a share from 53 
cents in 1947. 

Although American Airlines 
registered consistent progress 
after the first quarter a year ago, 
the company was unable to escape 
a net loss for the year. The de- 
ficit approximated $2.9 million, 
compared with a loss after tax 
adjustments in 1947 of $3.4 mil- 
lion. Progress was made in low- 
ering the line’s break-even point, 
however, and further gains in 
this direction have been accom- 
plished this year with elimination 
of all DC-3 planes from regular 
service. The break-even point was 
reduced in the last six months of 
1948 to 57 per cent from 74 per 
cent in 1947, and a postwar peak 
of 82 per cent in 1946. With the 
prospect of the load factor rising 
in coming months well into the 
60’s and 70’s, American antici- 
pates profitable operations this 
year. 

United Airlines reduced its net 
loss last year to approximately $1 
million from $3.5 million in 1947 
and made headway in lowering 
operating costs, but the manage- 
ment feels that further mail rate 
relief must be granted to place 
the company in a financially 
strong position. Adverse results 
last year were attributed chiefly 
to the fact that since 1941, wages 
had risen 67 per cent, materials 
costs 60 per cent and engine parts 
20 per cent, whereas fares were 
only 3.5 per cent higher. Declines 
of 20 per cent and 39 per cent, 
respectively, in mail and express 
unit revenues were listed as con- 
tributing factors. 


Equipment Financing 


One of the industry’s major 
problems that should be solved in 
time relates to financing equip- 
ment purchases. Most of every 
company’s invested capital is con- 
centrated in airplanes and parts, 
much of which has a comparative- 
ly short effective life. In fact, al- 
though DC-6’s now are just 
reaching peak efficiency, manage- 
ments already are looking for- 
ward to introduction of faster 
transports powered with jet en- 
gines to gain even greater util- 
ity. Hence flying equipment must 
be depreciated rapidly to permit 
generation of capital with which 
to acquire new machines. 

Unlike railroads and bus trans- 


portation systems, airlines are 
unable to finance equipment pur- 
chases by means of trust certifi- 
cates. Use of air transports is too 
limited to provide a market for 
repossessed equipment in event of 
default. Accordingly, investors 
lack the degree of security essen- 
tial to success of trust equipment 
financing on the part of airlines. 

Progress can be achieved 
through interchange of equipment 
such as contemplated by National 
Airlines, Pan American Airways 
and Panagra. As a matter of fact, 
such arrangements well may lead 
to mergers or financial reorgan- 
izations of some marginal com- 
panies. Under any circumstances, 
with additional efficient equip- 
ment in use and with passenger 
traffic increasing in spite of gen- 
erally unsettled business condi- 
tions, the airlines industry looks 
forward confidently to better re- 
sults this year than in 1947 or 
1948. 





Currency Devaluation 
Ahead? 





(Continued from page 132) 


ultimately yield to the element of 
necessity, the need to push ex- 
ports for all it is worth. In the 
final analysis, then, price trends 
in our country, and the general 
economic outlook, could well have 
a transcendent influence on cur- 
rency decisions abroad, including 
Britain. Britain also is facing 
terrific pressure to “loosen up” 
on the use of her huge blocked 
Sterling debts, estimated at $13 
billion at the end of last year, and 
the chances are that she will be 
forced before long to meet this 
issue to maintain her economy on 
a sound basis. 

Early action on blocked Ster- 
ling is widely expected. As far as 
devaluation vis-a-vis the dollar is 
concerned, much will depend on 
the continued success of the Brit- 
ish export drive in the dollar 
area, presently pushed by large 
Government sponsored advertis- 
ing and marketing campaigns. 
Should it fall short of expecta- 
tions, the belief is that devalua- 
tion will be that much nearer. 
Meanwhile certain adjustments 
relative to European currencies 
are believed distinctly in the 
realm of early possibility. 

France is another case where 
the prospect of at least a minor 
devaluation is indicated. Recently 
there was a cut in the price of 
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blocked francs to promote exports 
of French goods to the U. §.; 
while it was in the nature of a 
special deal, more such deals are 
said to be in the offing. Another 
straw in the wind was the recent 
downward adjustment in terms 
of the Italian lira following nego- 
tiations for a new trade agree- 
ment with the Italians. And in 
the sharp improvement of the 
franc rate on the black market 


attended by a rise of the free franc 
rate (both in relation to the dol- 
lar) is seen the possibility of get- 
ting the two rates closer together, 
with subsequent fixing of a new 
uniform franc rate, one that could 
stick. 

While some French observers, 
in view of the recent franc im- 
provement, see now no reason to 
devalue, others favor an early 
move toward currency freedom 





LooKING AHEAD WITH 
THE BELL SYSTEM 


The Bell System has been working at full speed to meet the 
enormous postwar demand for telephone service and to make 
the quality of the service better and better. Meanwhile, sub- 
stantial increases in our labor and material costs have made 
it necessary to request moderate increases in telephone rates. 


Regulatory bodies in reviewing these requests have recog- 
nized that earnings must be adequate to attract and protect 
the savings of investors. They have seen how greatly it is to 
the advantage of telephone users and their communities that 
the System’s big program of improvement and expansion 
continue. As a result, telephone rate increases have already 
been granted in forty-three states. Thirty-one additional 
applications are pending where continued rises in costs make 


them essential. 


Since the war’s end, we have installed more than 10,000,000 
telephones — a gain greater than in the twenty years before 
1940. 2800 buildings have been built or enlarged, and 
equipped with intricate telephone apparatus. Millions of 
miles of new talking channels have been put into service. 
While improvements in existing services were being made, 
new methods and techniques have been introduced including 
mobile telephones, long distance dialing by operators, and 


network television. 


With the traditional spirit of service of telephone men 
and women, and with confidence that the American people 
understand the need for maintaining on a sound financial 
basis the essential public services performed by the Bell 
System, we look forward to providing a service better and 
more valuable in the future than at any time in the past. 


BELL TELEPHONE SYSTEM 
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on the theory that moderate re- 
valuation could wipe out the black 
market and restore French eco- 
nomic prestige abroad, as well as 
bring in more badly needed dol- 
lars. As it is, the franc remains 
definitely overvalued in respect to 
the dollar on world commodity 
markets and this will ultimately 
have to be adjusted. Additionally, 
France still needs a large amount 
of dollars for rehabilitation out- 
side of the Marshall Plan. Any- 
thing that would facilitate her 
earning these dollars, as devalu- 
ation would, must therefore be 
viewed as a constructive, and 
even necessary step. French ex- 
port prices are high but difficult 
to cut; devaluation would provide 
the much needed stimulation to 
boost French foreign trade, and 
particularly French-USA trade. 
Devaluation of course is a two- 
sided weapon. It raises the price 
of imports and is bound to create 
buying problems particularly in 
hard currency areas which is a 
major consideration for Britain 
in view of that country’s depen- 
dence on imports of American 
and Canadian raw materials and 
foodstuffs. However, through the 
Marshall Plan we are already 
paying for many of the imports 
of Western Europe, and prices of 
food and raw materials are de- 
clining. All of which could be an 
argument to devalue sooner 
rather than later while Marshall 


- Plan dollars are still available to 


help minimize this adverse aspect. 

By the same token, since de- 
valuation would make foreign 
goods cheaper in terms of dollars, 
it would mean a considerable spur 
to foreign sales in our market 
making for increased competition 
with domestic production. If so, 
one might go a step further and 
assume that to the extent that 
foreign competition displaces 
American goods in our domestic 
market, it would probably hasten 
our own price downtrend in af- 
fected lines, with possibly far- 
reaching impacts on competitive 
positions and even domestic wage 
structures. 

Though recent developments 
would indicate that the stage is 
being set for possibly early cur- 
rency decisions in Europe, it is 
equally clear that a good many 
obstacles remain in the path of a 
“meeting of the minds.” Appar- 
ently at the June meeting of the 
International Monetary Fund, an 
effort will be made to pave the 
way for realistic action in line 
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TO EVERYONE, THIS GULF SIGN 
STANDS FOR TWO GUARANTEES! 


e This Gulf emblem on any product stands 
for two guarantees of excellence. One visible, 


one invisible. 


The visible guarantee is evidenced by the 
plant and properties that make Gulf one of the 





TO THE BREWER, THIS SIGN 
STANDS FOR ALE OF DOUBLE STRENGTH 





largest producers and refiners of crude oil. 
The invisible guarantee is the determination 


of Gulf to make the best petroleum products 


Gulf Oil Corporation 


that skill, science, loyal employees and alert 
management can jointly achieve. 


Gulf Refining Company 


General Offices, Pittsburgh, Pa. 





with existing needs and the exi- 
gencies of a rapidly changing 
world trade and price situation. 
As stated before, necessity may 
prove stronger than individual 
preferences or attitudes. Few na- 
tions like currency depreciation, 
for it has always been regarded 
as the weapon of the financially 
and economically weak, and it 
can never be a one-sided blessing. 


But there is a growing convic- 
tion that a thorough revision of 
European currencies is overdue 
in the interest of full recovery 
and future stability. Doubtless an 
attempt will be made to include 
the dollar in the readjustment 
scheme, by proposals of an in- 
crease in the American buying 
price of gold. In the past, Wash- 
ington has consistently declined 
to accede to any such request but 
pressure may increase. So far 
there is nothing to indicate that 
Washington will yield, however, 
nor is this likely at the present 
juncture. 

An indication of what’s ahead is 
seen in ECA Administrator Hoff- 
man’s recent statement that free 
convertibility of currency among 
Western European nations prob- 


MAY 7, 1949 


ably will be achieved this year. 
Since there can be no convertibil- 
ity without preceding necessary 
adjustments among individual 
European currencies, this implies 
the definite prospect of desired 
revaluation to this end. The aim of 
free convertibility may well be 
first limited to “soft currencies,” 
with adjustment of hard curren- 
cies to follow later. 





Securities Disturbing 
Investors 
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boosting its cash resources by 
more than $4 million. These 
changes naturally will distort the 
figures shown on our table con- 
siderably, both as to assets and 
potential income. 


All said, both of the new com- 
panies are assured of experienced 
management and by concentrat- 
ing on their respective activities 
may function very satisfactorily. 
The new Picture Company will be 
substantially financed, retain all 
of its present facilities for film 
production and distribution, as 


well as its partial ownership of 
A. B. Du Mont Laboratories, Inc., 
a leader in the television field. 
United Paramount Theaters, also, 
will have highly experienced ex- 
ecutives, ample cash at its dis- 
posal, and a large majority of the 
most profitable picture houses 
formerly owned by Paramount. 
To judge from the pro forma fig- 
ures, Paramount Pictures will 
have larger assets but less earn- 
ing power than the Theaters unit, 
but, as stated, results under sep- 
arate operation must be awaited 
for a clearer idea of actual poten- 
tials. 


Swift International Company, 
Limited 


For reasons entirely beyond the 
control of management, the excel- 
lent operating record of this larg- 
est South American packer of 
meats and vegetables since 1919 
has progressively deteriorated in 
the last few years. Dividends that 
had remained uninterrupted for 
30 years have been omitted for 
almost a year now. In contrast to 
an annual high price for the 
shares well above 30 during sev- 
eral decades, the recent quotation 
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National Biscuit Nash-Kelvinator 
Otis Elevator Shell Union Oil 
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Phila. & R. Coal &Ir. Admiral Corp. 
Avco Mfg. Nat’! Cash Reg. 
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Simply check those you own, OR 
LIST 7 OTHERS YOU OWN, 
and mail this ad to us. We will 
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vised to Hold or Switch them. 

(Please print your name) 

No cost or obligation. 

Write Dept. M-75 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
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of 11 was a point above the all- 
time low of 10 in the depths of 
the 1932 depression. This is a sit- 
uation naturally disturbing to the 
company’s shareholders and, it 
might be added, to the manage- 
ment as w ell. 





The New Market Trend 


is now evident. Follow it in the 
revised May issue of 
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No doubt exists as to the finan- 
cial strength of the company, for 
as of December 31, 1948, current 
assets were thrice current liabil- 
ities and there is no funded debt. 
In Brazil, Uruguay, Australia and 
New Zealand, where Swift Inter- 
national has large and modern 
plants, operations are still quite 
successful, but difficulties aplenty 
have arisen in the main Argen- 
tine headquarters. Within the last 
two years, the Government of 
Argentina has abruptly experi- 
mented with a program of strict- 
ly controlled industrialization and 
social benefits that have forced 
the company’s operating costs to 
discouraging heights in the face 
of shrinking volume. 

Shipments of meat to Great 
Britain represent a large part of 
production, but have been con- 
stantly hampered by exchange 
difficulties, red tape and _ pro- 
longed diplomatic argumentation. 
Exports of corned beef to the 
United States have been substan- 
tial and should continue so, but 
dollar shortages in Argentina 
have become so acute that even 
if operations were more profit- 
able, it might be impossible to 
transfer dividends, in dollars, to 
American shareholders, at least 
for some time. 

Government planning has re- 
sulted in very serious labor 
troubles, mainly due to sharply 
rising living costs. Strikes, slow- 
downs and frequent stoppages 
have occasioned widespread op- 
erating inefficiency, while to pla- 
cate the workers the Government 
has forced constant wage boosts. 
In the struggle to implement its 
long range plan, the Government 
has had to subsidize Swift Inter- 
national substantially, as recently 
as March 22, 1949, placing $145 
million pesos at the company’s 
disposal, but this represented only 
about 60% of documented losses 
admitted. Last year, also, similar 
adjustments of about $23 million 
pesos were made, partially offset- 
ting the impact of Government 
regulations and controls. 

We present in tabular form a 
brief resume of Swift Interna- 
tional’s operating figures for 1947 
and 1948 for purposes of com- 
parison and expressed in terms of 
Argentine pesos, valued at about 
20.62 cents to the American dol- 
lar. It will be noted that though 
1948 volume fell by about 5.5%, 
operating income dropped by 
82%, attesting to a severely nar- 
rowed margin. After allowing for 


the Government subsidy of 23.6 
million pesos last year, the books 
showed a modest net income of 7 
million pesos, equal to 72 cents 
per share in dollars, compared 
with $1.86 in 1947 and $3.69 in 
1946. The showing might have 
been improved had the company 
taken into account a gain of 23 
million pesos on currency ex- 
change derived from earnings of 
subsidiaries outside of Argentina, 
but this sum was merely set up 
as a reserve. 


While in time, an improvement 
in the economic and political situ- 
ation in Argentina may restore 
the operations of Swift Interna- 
tional to a more desirable status, 
the outlook is confusing and filled 
with uncertainties, to say the 
least. This is especially true as 
rumors are appearing that the 
Government may expropriate the 
packing industry entirely, and of 
course on its own terms. While 
this threat hangs over the com- 
pany, market action of the stock 
is not likely to improve. In the 
circumstances, investors would 
probably be wise to liquidate their 
Swift International shares and 
accept a loss, unless they are will- 
ing to hold a gamble the outcome 
of which may require some time 
for clarification. 





Pros and Cons of 
Investment Trust Shares 





(Continued from page 148) 


dividends detail to their share- 
holders the respective source of 
income. This is an obvious ad- 
vantage to the recipients, because 
the amount derived from realized 
profits is taxable in each case only 
as capital gains, with a limit of 
25%, as would be the case if the 
shareholder had actually disposed 
of his own securities after hold- 
ing them for at least six months. 

Despite this convenience or ad- 
vantage, however, the average in- 
vestor may have difficulty in 
choosing an investment company 
that measures up to his own ob- 
jectives, unless he is content with 
a moderate income and does not 
expect any extraordinary results 
in the way of capital gains. To 
be sure, if he especially favors 
chemical, insurance or other in- 
dustries he can find investment 
companies that specialize in these 
groups. In like manner, there are 
a number of investment com- 
panies whose broad diversifica- 
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tion policies may carry appeal. 
But this seeming advantage is 
commonly much exaggerated by 
investors, for most of them are 
prone to carry altogether too 
many different issues in their in- 
dividual portfolios. It is usually 
far wiser to hold a few carefully 
selected equities of high quality 
than to strive for stability by 
spreading the risk over an un- 
duly broad list. Chances are that 
some of the investment companies 
would function better if they 
practiced greater investment con- 
centration. 


Problem of Size 


Others in turn are handicapped 
by size; some are so large that 
even with extreme diversification, 
some of their holdings of indi- 
vidual stocks are rather unwieldy. 
As most of them strive to realize 
security profits during interim 
swings in the stock market, to 
buy or sell large blocks of stock 
without unduly affecting prices is 
a constant problem, especially at 
times when a number of the in- 
vestment companies arrive at 
similar market decisions. An alert 
private investor, backed by com- 
petent professional advice as to 
timing, has no such _ problem, 
since his holdings are much 
smaller. 

Examination of investment 
company reports indicates that 
managements generally keep 
rather fully invested. In part this 
is due to a natural desire to ob- 
tain steady income from invest- 
ments rather than pile up cash 
resources by large scale liquida- 
tion of holdings when judgment 
asserts that share prices have 
neared peaks, or that uncertain- 
ties cloud the outlook. It is pos- 
sible that the mere size of the 
portfolios and their often compli- 
cated structure also tends to re- 
strict profit taking when possible, 
while an intelligent private in- 
vestor can follow more construc- 
tive policies at such times. In 
other words, fairly full invest- 
ment is one of the reasons why 
asset values of investment com- 
pany’s shares tend to drift up 
and down rather closely in line 
with trends in the’ general 
market. A well informed private 
investor thus would have little to 
gain by allowing an investment 
company to shoulder all the re- 
sponsibilities of his program, al- 
though an unexperienced investor 
might be benefitted if he doesn’t 
choose to obtain expert advice. 
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INCOME: 


etc. 


Total Income . 


EXPENDITURES: 


Payrolls, materials, fuel, services and taxes 





Interest, rents and miscellaneous services 


Total Expenditures 


NET INCOME: 





THE BALTIMORE AND OHIO 
RAILROAD COMPANY 


SUMMARY OF 1948 ANNUAL REPORT 


From transportation of freight, passengers, mail, express, 


From other sources—interest, dividends, rents, etc. 


Year Comparison 

1948 with 1947 

...... 400,190,447 | $39,895,452 
6,529,817 D 775,888 
..$406,720,264 | $39,119,564 
$355,196,706 | $27,941,444 

29,365,263 D 1,720,794 
$384,561,969 | $26,220,650 

urposes $22,158,295 | $12,898,914 


For improvements, sinking funds and other p 


ilities was $1,002,642,766. On this, earnings 
showed a return of only 4.30%. This wos better than the 3.04% earned in 1947, but is 


still not enough to provide funds needed for essential improvements. 


B&O net investment in transportation fac 


In 1948, improvements cost $58,617,947. Of this, $43,728,392 was invested in equip- 


ment, including 58 road Diesel locomotives, 70 Diesel switchers, 3 steam locomotives, 
5634 hopper cars, 25 flat cars, and 8 new sleeping cars. Acquisition of this equipment 
has resulted in improved service and economies. 

During the ten years ended December 31, 1948, the principal amount of outstanding 
System funded debt, other than equipment obligations, was reduced by more than 
$131,000,000. The saving in annual interest charges is roundly $6,000,000. Equipment 
obligations increased $68,496,743 during the same period. Annual interest charges on 
total funded debt, including equipment obligations, outstanding December 31, 1948, 
were $25,654,751. This is $4,837,760, or about 15.87%, less than at December 31, 1938. 


On November 15 a dividend of One Dollar per share was declared on the Com- 
pany's Preferred Stock, and paid December 22. 

















R. B. WHITE, President 











Vistas for Video 





(Continued from page 138) 
television receivers. Aggregate 
sales last year exceeded $30 mil- 
lion. Net earnings for the first 
quarter of 1949 were $1.01 per 
share compared with $3 earned for 
the full year 1948. 

Magnavox introduced its first 
television receivers last June and 
has since been aggressively pro- 
moting its line of “large sets’ in 
the higher priced quality field. Net 
earnings for eleven months ended 
January 31, 1949, were reported at 
$2.48 a share. Sales for the quar- 
ter ended February 28, 1949, were 
over $7 million, bringing the total 


for the fiscal year ended that date 
to more than $24 million. Full fis- 
cal year net, not yet officially re- 
ported at this writing, is estimated 
around $3 a share. 

Reflecting increased output of 
television sets and good demand 
for automobile radios, Motorola 
last year reported net earnings of 
$4.14 a share on sales of over $57 
million. The company’s television 
line is becoming increasingly im- 
portant with the indication that it 
may realize half of its total volume 
this year through television sales. 
Sales for the quarter ending April 
2, 1949, were $15.2 million, an in- 
crease of 22% over the sales of 
$12.4 million for the same quarter 
in 1948. Per share profits came to 
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$1.14 compared with 90 cents re- 
spectively. The management ex- 
pects sales volume to reach $75 to 
$80 million in 1949. 

Allen B. Du Mont Laboratories 
(stock traded over the counter) 
claims to be the only company de- 
voted exclusively to the develop- 
ment of television in all its 
branches — tubes, sets, network 
transmitters and research. It has 
strong financial sponsorship as re- 
sult of the substantial interest held 
by Paramount, owner of all Du 
Mont’s class B common stock and 
43,200 shares of the Class A com- 
mon. The concern enjoys high 
trade standing and is known for 
its production of quality sets. 
Earnings last year came to $1.29 
a share. In line with the company’s 
extensive research activities, re- 
search expenses are fairly heavy. 
Sales for the first ten weeks of 
1949 were over $9 million com- 
pared with $3.59 million for the 
similar period of 1948. 

For longer term potentialities, 
Radio Corporation of America is 
in an outstanding position though 
no sensational benefits are indi- 
cated over the nearer term. One 
reason is extensive activities in 
telecasting which currently shows 
a substantial loss. However the 
company has exceptional research 
facilities, holds important patents 
and is in good position to derive 
material advantages from future 
television development. 

: In connection with telecast sta- 
tion operation, the recent increase 
in advertising rates in the New 
York area gives promise, at least 
for some operators, of profitable 
station operations within the next 
year though it looks that for most 
stations, profitable operations are 
still some distance away. Thus 
companies heavily engaged in sta- 
tion operations must be prepared 
to meet continued losses, but for 
financially strong station owners, 
potential future earnings may be 
considerable. 

Zenith Radio has been working 
into full participation in the tele- 
vision field, supplementing its 
strong trade position in radio. Its 
new line of television receivers 
was placed on the market last 
autumn and provision is made in 
all models for incorporation of 
Phonevision, Zenith’s exclusive 
new development which will make 
possible pay-as-you-see presenta- 
tion in the home of first-run 
movies, theatrical performances 
and other features too costly for 
free television. 
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The company in the fiscal year 
ended April 30, 1948, netted $7.08 
a share. Expenses of setting up 
video facilities were heavy but 
profits for the first nine months of 
the current fiscal year declined 
only 4% to $4.11 a share. While 
television output is increasing, net 
earnings for the fiscal year ending 
April 30, 1949, are estimated 
around $6.50 per share but divi- 
dends will continue conservative 
in view of working capital re- 
quirements. 


Certain companies have re- 
cently expanded sharply in im- 
portance as suppliers of television 
parts, notably Sylvania Electric, 
General Instrument Corporation, 
Cornell - Dubilier Electric and 
others. The added volume from 
television expansion should keep 
their overall sales at good levels 
though with increasing competi- 
tion, the long run degree of profit- 
ability of this business remains to 
be seen. 


The present juncture in the in- 
dustry’s development might well 
be called one of stock taking. Re- 
cent price cutting is widely viewed 
as clear indication that the days 
of easy selling are over, that com- 
petition is becoming keen and that 
the public’s buying habits have be- 
come more selective. Still indus- 
try’s opinion is generally agreed 
that vigorous progress will con- 
tinue, pointing to larger volume 
and increased earnings for most 
components in the year ahead. 
Lower average prices and higher 
promotion expenses may mean 
narrower profit margins but, it is 
hoped, lower prices will also bring 
about a new surge in public de- 
mand with resultant higher sales 
volume and smoother production 
schedules offsetting factors. 


Individual company profits will 
be burdened or helped by activity 
in other fields, as the case may be, 
but in general a good gain from 
television activities can be antici- 
pated despite an indicated sharp 
drop in radio set output. In a broad 
way, companies which have bene- 
fitted by experience in the radio 
field may well have an edge over 
others. Similarly, adequate fi- 
nances will be essential to compete 
and finance major model changes. 


The current unsettled price situ- 
ation may be viewed in the nature 
of normal growing pains rather 
than a harbinger of more serious 
difficulties. It is an experience 
that is not new in the history of 
American industrial development, 


but as elsewhere in the past, final 
honors will go to the concerns abl 
to offer to the public “the most 
for the least money.” There is 
every reason to expect that new 
engineering developments an( 
new production techniques will 
make possible greater values an¢ 
better performance, enabling the 
industry to continuously offer 
more for the customer’s money. It 
is the only road towards the kin¢ 
of mass market envisaged by the 
industry. 





The Evil of Subsidies 





(Continued from page 127) 


year resulting from increased 
farm plantings, the price of sup. 
porting 1949 crops will be even 
higher, and all at the taxpayer's 
expense. This is true under the oli 
as well as the proposed new pro: 
gram. While the latter is calcu. 
lated to end high prices for the 
consumer, as a taxpayer he wil 
still be forced to pay the bill. This 
at a time when taxation is already 
excessive, and when Government 
outlays are already such as to call 
for strictest economy. 

All the more reason why Con: 
gress should take a long ané 
searching look into the new farn 
plan, with special study of its 
probable cost as well as the other 
far-reaching implications dis. 
cussed in the foregoing. 

It is fairly obvious that the pro; 
posed plan reflects not only the un; 
tenability of the present parit} 
system but that it flows directly 
from campaign promises t 
farmers and organized labor. It : 
a pity that in its attempt to hono 
campaign promises the Adminis; 
tration should resort to moves 
which, if carried to their logical 
conclusion, could easily usher in al 
era of class legislation that coull 
readily change our Government of 
and by the people to a Governmen! 
by lobby, where class interests will 
supplant the national interest, 
where everybody’s prime ambition 
will be to milk the Treasury. 


Fortunately there are indica 
tions that Congress is in no moot 
to sign a blank check. Evel} 
farmers are becoming tax cor: 
scious, wondering how long tax: 
payers will stand the burden with: 
out rebelling and putting pressure 
on Congress to eliminate benefit 
payments altogether. This is at 
least mildly reassuring, consider: 
ing that in the words of Secretary 
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=> COLUMBIAN 
CARBON COMPANY 


One-Hundred and Tenth 
Consecutive Quarterly Dividend 
A quarterly dividend of 50 cents per 
share wil be paid June 10, 1949 
to stockholders of record May 12 
1949, at3 P.M 

GEORGE L. BUBB 


Treasurer 

















(= Crown CorK & SEAL 
¥ . COMPANY, INC. 
PREFERRED DIVIDEND 


The Board of Directors has this day 
declared the Regular Quarterly Dividend 
of fifty cents ($.50) per share on the 
$2.000 Cumulative Preferred Stock of Crown 
Cork & Seal Company, Inc., payable June 
15, 1949, to the stockholders of record at 
the close of business May 24, 1949. 

The transfer books will not be closed. 

WALTER L. McMANUS, Secretary. 
April 28, 1949. 

















Brannan, his farm program is 
only a beginning. Revolutionary 
and costly as it may look to its 
critics, Mr. Brannan insists that 
the program merely “offers a 
realistic beginning” toward clos- 
ing the gap between farm and 
non-farm income. 

It would seem that this gap has 
long been closed. At today’s prices, 
there is no such thing as a poor 
and underpaid farmer. Hence if 
this “gap” is to be the basis for 
the “Brannan bombshell,” it rests 
on a fallacy that will be difficult to 
disprove. As a singular piece of 
class legislation, the Brannan 
Plan, we feel, should not be en- 
acted by Congress. As it is, 
chances of enactment are not par- 
ticularly bright since not only 
Congressmen but certain farm or- 
ganizations are reluctant to sup- 
port it. But it will nevertheless 
bear watching. In view of impend- 
ing farm surpluses, some sort of 
price support plan must be real- 
istically expected. But let it not be 
the Brannan Plan with its eco- 
nomic legerdemain and obvious 
political aspirations, with its 
plainly socialistic concept, with 
its huge cost. Not the least point 
to consider is that there may be 
only a short step from sweeping 
price support authority to the 
power to control prices of every- 
thing that grows. The full Ad- 
ministration viewpoint in this re- 
spect has yet to be developed. 
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What First Quarter 
Reports Indicate 





(Continued from page 125) 


not match those of 1948. 


Manufacturers of earth moving 
machinery seem to have made 
good progress thus far in the 
year. Volume of Caterpillar 
Tractor Company in the March 
quarter was 14% up compared to 
the same span in 1948, while net 
earnings of $2.55 per share 
climbed at an even faster rate of 
65%. But sales of $70.7 million 
in the December quarter were 
still higher by 8.5%, producing 
earnings of $3.91. This shows 
very well how with overhead held 
steady, a moderate change for the 
better in volume can improve 
earnings. Since the products of 
this concern remain in insistent 
demand and its most favorable 
selling season is now at hand, the 
chances for volume and earnings 
improvement in following quart- 
ers are quite bright. 


American Brake Shoe 


Net earnings of American 
Brake Shoe Company advanced 
considerably from quarter to 
quarter last year, reaching a peak 
of $1.64 in the final period. In the 
recent March quarter, they dipped 
to $1.28 a share, though this com- 
pared very favorably with 78 
cents for the same quarter last 
March. Pre-tax margins in the 
course of a year widened from 
5.5% to 6.8%, attesting to effi- 
cient cost control, while in the 
past quarter the company’s net 
was equal to 4.9% on the sales 
dollar compared with 3.4% in the 
similar 1948 period and 4.3% for 
the full year. American Brake 
Shoe’s backlog is shrinking sub- 
stantially, the management re- 
ports, and production has been 
reduced somewhat. Consequently, 
it looks as if second quarter earn- 
ings may develop a further down- 
trend. 


Company Reporting Declines 


Turning our discussion to con- 
cerns reporting less encouraging 
results than some of those we 
have mentioned, Botany Mills 
provides a good example of cur- 
rent conditions in the textile in- 
dustry. Inertia among retail mer- 


chant buyers reduced volume to 
$10.9 million, a percentage de- 
cline of 12% in the first quarter 
against that of 1948. A high 
break-even point sharply reduced 
earnings to 47 cents per share in 
the latest period compared with 
$1.53 as of March last year. The 
management, however, seems op- 
timistic over 1949 as a whole, be- 
cause the lag in orders is con- 
sidered abnormal and the com- 
pany’s policies to produce many 
end-products should prove advan- 
tageous before long. Uncertainty 
over price stability is the main 
handicap, but a possible shortage 
of goods at the retail level may 
prove to be a corrective in com- 
ing months. 


First quarter earnings of In- 
dustrial Rayon Corporation also 
were lower than a year earlier, 
though a dip to $1.74 per share 
compared with $1.82 for the cor- 
responding 1948 period was mod- 
erate. Demand for rayon yarn, 
which this concern manufactures 
by a continuous process, remains 
fairly strong, especially for tire 
cords. Thus earnings may not 
shrink much in the present year. 


Sales of $5.6 million by E. W. 
Bliss Company in the first quarter 
fell below the $6.4 million in the 
March quarter 1948, and were 
somewhat less than in any of the 
intervening periods. The com- 
pany, one of the leading producers 
of industrial machinery, reported 
net earnings of 59 cents per 
share, a sharp drop compared 
with 93 cents a year earlier and 
with the peak of $1.51 in the 
1948 second quarter, but better 
than the 43 cents per share re- 
ported in the December period. 
Rheem Manufacturing Company, 
a producer of sheet metal items, 
experienced a decline in first 
quarter sales that reduced earn- 
ings to 53 cents per share, well 
below any quarter last year. Gil- 
lette Safety Razor is now facing 
increased competition in its Toni 
Home Wave division at a time 
when distributors of its regular 
products have been reluctant to 
build up inventories. Though 
sales of $22 million in the first 
quarter were only moderately be- 
low the $24.8 million reported in 
the December quarter, net earn- 
ings of $1.06 per share in the 
recent period dropped by 42%, 
and compared with the lowest 
quarter last year were down 30%. 
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NOW... Automatic Wire Transmission of 
Documents—Direct from IBM Cards 


IBM 
Card -to-Tape 
Machine 


IBM 
Tape-to-Card 
Machine 





Wherever there is a need to 
transfer operating records be- 
tween offices, the IBM Card-to- 
Tape and Tape-to-Card Ma- 
chines have unique advantages. 
Investment brokerages, freight 
forwarders, organizations with 
widely distributed inventories, 
and many other types of business 
and industry profit from the ap- 
plications of this equipment. 


The IBM Card-to-Tape Machine 
translates information from IBM 
Cards into tapes which can be 
wired to your branch or home 


offices, where they are received 
in the form of finished docu- 
ments. If preferred, the tapes 
may be mailed. For permanent 
records, the receiving office uses 
the IBM Tape-to-Card Machine, 
which provides a duplicate set of 
cards to prepare many documents 
on your installation of IBM 
equipment or in the local IBM 
Service Bureau. 


For further news of this impor- 
tant development, ask to have 
an IBM representative discuss it 
with you in detail. 





ELECTRIC PUNCHED CARD ACCOUNTING MACHINES 
PROOF MACHINES...SERVICE BUREAUS...ELECTRIC TYPEWRITERS... 
TIME RECORDERS AND ELECTRIC TIME SYSTEMS 


international Business Machines Corporation, World Headquarters Building, 590 Madison Avenue, New York 22, N. Y. 

















